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RESOLUTION NO. 12~

WHEREAS, the City of Huntsville has recently evaluated the
“College Counts 529 Fund Plan” as a means of offering City employees a
payroll deduction tax-savings means for investing in college education
for their children, grandchildren or others; and

WHEREAS, making the “College Counts 529 Fund Plan” available to
City employees will provide additional enhancements to the City’s
employee group benefits without additional costs to the City;

NOW THEREFORE, BE IT RESOLVED by the City Council of the City of
Huntsville, Alabama that the Mayor is hereby authorized, requested and
directed to make available to City employees, as soon as practicable
but no later than January 1, 2013, the “College Counts 529 Fund Plan”
as a voluntary participation payroll deduction group benefit, in the
form substantially described and included herein as Attachment “A”,
consisting of approximately 82 pages.

ADOPTED this the day of , 2012,

President of the City Council of the
City of Huntsville, AL

APPROVED this the day of , 2012,

Mayor of the City of Huntsville,
Alabama









INTELLIGENT PORTFOLIO OPTIONS

We've carefully crafted porffolios with sound sirategic options. Our
Age-Based Porffolios, Target Porffolios and Individual Fund Porffolios
allow you to select investments ideal for you. Plus the benefit of
quality fund families including The Vanguard Group, T. Rowe Price,
Fidelity and PIMCO.

TAX ADVANTAGE

One of the advantages of our CollegeCounts 529 Fund is the tax
benefits. Alabama residents can claim up to $5,000 per individual
and $10,000 if married filing jointly in state tax deductions annually
when they contribute.! Meanwhile, investments can grow tax-deferred.
Plus, when it is time 1o use the funds for qualified college expenses,
funds can be withdrawn taxfree.2 Please note: Withdrawals for non-
qualified expenses may be subject to state and federal income taxes
as well as a 10 percent federal penalty tax.

EDUCATION FLEXIBILITY

Your CollegeCounts 529 Fund can be used nationwide at most
accredited universities, colleges, trade schools and even graduate
schools. Plus, funds can be used for more than just tuiion—room
and board, books, fees and other qualified education expenses.?

" THE ECONOMICAL CHOICE

If youre an Alabama resident and enroll direct, there are no
enrollment or annual account fees * Plus, there is no minimum amount
required fo get started, and you can set up automatic payments fo
your investment plan fo make saving even more convenient.

*Orher charges and expenses apply. See Program Disclosure for complete information.

THE LIFETIME INVESTMENT

According to the 2008 Amertican Community Survey, the average
Alabamian in 2008 with a high school degree made $25,583.
The same year, the average Alabamian with a bachelor's degree
made $43,144. Over a lifelime, the gap between a high school
and a college graduate’s potential income can grow fo more than
$1 million. While the cost of college may seem steep, the expense of
not obtaining a diploma can be overwhelming.



COLLEGE STICKER SHOCK $352,044

Eighteen years from now,
an” education at a four
year public university could
cost '$150,287. At a four-
year private university, the
cost could be more than

$350,000*

$153,596

*Estimates. based on 2009-10 in-
flation-adjusted tuition, fees, an
room and board, as reported in The
College Board's “Trends in College
Pricing,” 2009.

$65,570

PUBLIC PRIVATE

I %90-19%4 B 2009-2013 I 2025-2029

COLLEGECOUNTS 529
REWARDS VISA® CaRD

Everyday purchases can now mean even
more savings. Earn 1.529% on purchases
for investment into your CollegeCounts529
Fund with this Rewards Visa® card. When
the rewards eamings reach $50 or more,
the funds will be automatically invested on
quarterly basis into the CollegeCounts 529
Fund you designate. If you have multiple
accounts, you can even split your rewards
equally among up to three accounts. So the more you use

your card, the more money is invested into the fund for your child’s college education.

Encourage family and friends to get a CollegeCounts 529 Rewards Visa® and save
even more when they dllocate their rewards for everyday spending to your child’s
CollegeCounts 529 Fund.

Apply online and review full details, rates, fees, costs, and terms and condifions at
CollegeCounts 529.com or call 866.520.2228.
The CollegeCounts 529 Rewards Visa® is administered and issued by Union Bank & Trust Company. Full details

are provided in the CollegeCounts 529 Rewards Visa® Card Application and Disclosures along with the Terms and
Conditions.. Subject to credit approval.




AGE-BASLED PORTFOLIOS

These intuitive portfolios simplify the invesiment process by doing the work for you. They consider
how many years until a student enrolls in college, and diversify accordingly. When students near
college, their money moves automatically from an investment in a higher percentage of stocks to a
higher percenlage of bonds and cash. The objective is to create growth potential in the early years
and reduce fluctuations in the account as college approaches. The graph below shows how assets
are diversified.

The Aggressive option places investments in mutual funds focused heavily on stocks in the early
years. Stocks have the pofential for the highest returns, but also are the most risky. They can be ideal
for longer time horizons where stock values can potentially ride out peaks and lows. College savings
for a newborn child are inifially invested 100% in stocks. At age 10, the portfolio has begun to shift

and is invested 80% in stocks and 20% in bonds. As the beneficiary nears college age, the portfolio
is invested 40% in stocks and $0% in bonds.

The Moderate option invests in mutual funds more balanced between stocks and bonds. This
~ allocation between stocks, bonds and cash has more moderate retum potential than Aggressive,
but also has less risk. College savings for a newborn child are initially invested 80% in stocks and
20% in bonds. At age 10, the portfolic has begun to shift and is invested 0% in stocks and 40% in
bonds. As the-beneficiary nears college age, the portfolio is invested 20% in stocks, 70% in bonds
and 10% in cash equivalents.

The Conservative opfion is the least risky of the Age-Based Portfolios, but also has the lowest refurn
potential. This asset allocalion model offers mutual funds that concentrate primarily in bonds and cash
with a lower allocation 1o stocks in comparison to the other two Age-Based options. College savings

-for o newbom child are initially invested 60% in stocks and 40% in bonds. At age 10, the portfolio
has begun to shift and is invested 40% in stocks and 0% in bonds. As the beneficiary nears college
age, the portfolio is invested 50% in bonds and 50% in cash equivalents.

AGE OF BENEFICIARY
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TARGET PORTFOLIOS

Target Porifolios let you invest in the asset class of your choice from six portfolio options. These
diversified investment portfolios provide a set allocation of equity [stock), fixed income (bond}, and
money market (cash and cash equivalent} investments. You can select an investment strategy that fits
your risk tolerance, from aggressive to conservative. Your portfolio will be rebalanced on an ongoing -
basis to maintain the fargeted asset allocation. And unlike the Age-Based Portfolios, these do not adjust
their asset dllocation based on the age of the beneficiary.

15%

Fund 60

0%
Fund 20

50%

50%

Fixed Income Fund

Fund 100 is the most aggressive of the target portfolios and seeks maximum
capital appreciation by investing approximately 97% of its net assets in a broad
range of domestic and international equity investment funds. The remaining 3%
of its net assets are invested in real estate investment funds. This strategy is only
appropriate for investors who have longer fime horizons, who are comfortable with
an increased level of risk while seeking higher longerferm retums, or who use this
investment option as part of an overall college savings strategy that includes less
aggressive investments,

Fund 80 is an aggressive larget portfolio which seeks a high level of capital
appreciation and some income by investing approximately 80% of its net assets in
a broad range of domestic equity, infernational equity and real estate investment
funds, with the remaining 20% invested in fixed income investment funds.

Fund 60 is o moderalely aggressive targel portfolio which seeks capital
appreciation and income by investing approximately 60% of its net assefs in a
broad range of domestic equity, infernational equity and real estate funds, with the

- remaining 40% invested in fixed income investment funds.

Fund 40 is a more conservative target portfolio which seeks moderate income
and capital appreciation by invesfing approximately 40% of its net assets in a
broad range of domestic equity, international equity and real estate investment
funds, with the remaining 60% invested in fixed income investment funds.

Fund 20 is an income-oriented target portfolio which seeks income and some
capital appreciation by investing approximately 20% of its net assets in a
broad range of domestic equity and international equity funds, 10% of its net
assefs in money market mutual funds, and 70% of its net assets in fixed income
investment funds. :

The Fixed Income Fund is the most conservative of the target portfolios and
seeks lo preserve principal with less volafility than an allbond portfolio while
providing modest current income by investing approximately 50% of its net assels
in money market investment funds and 50% in fixed income investment funds,

. Domestic Equity H Internationat Equity . Fixed Income . Money Market . Real Estate

. TR RIS alabiig i o



FUND FAMILIES

The CollegeCounts 529 Fund fealures mutual funds from respected mutual fund families for enhanced

choices and diversity. -

PIMCO

e The Authority on Bonds™ o

NVEST WITH GONFIDENGE.. -

NVESTENT ALLOCATIONS
* for account holders vested in AgeBased and Targe!
allocations, and underlyirig mutual funds of those invesh

v | 97.0% | 78.0% | 58 ] 0.0% | 0.0%
[30% | 20% | 20% | 0,0% | 0.0% |. 0.0%

0.0% | 20.0% | 40.0% | 60.0% | 70.0% | 50.0% | 0.0%

_ Money Market | 0.0%- | 0.0% | 0.0% | 0.0% | 10.0% “50.0% | 100.0%

* An investment in a money market fund Is not Insured or guaranteed by the Federal Deposit Insurance Corporation

or any other government agency. Although the fund seeks to preserve the value of the investment at $1.00 per

share, It Is possible to lose money: by invesiing mioney in the funid.




INDIVIDUAL FUND PORTFOLIOS

Individual Fund Portfolios let you truly customize an asset allocation strategy. You have the freedom to
tailor your choices to meet specific education investment goals, to select from as many portfolios as you
wish, and to determine and set your asset allocations. These portfolios can be more volatile than the
broadly diversified Age-Based Portfolios or the Target Portfolios. Maijor asset classes are represented,
including money market, fixed income, balanced, real estate, domestic equity and international equity,
offering low- to high-risk tolerance options.

CUSTOMIZE YOUR PORTFOLLOS

ey Marlet Vanguard Prime Money Market 529 Portfolio*

PIMCO Short-Term 529 Portfolio

Vanguard Intermediate-Term Bond Index 529 Portfolio
Vanguard Total Bond Market Index 529 Portolio
PIMCO Total Return 529 Porifolio

Vanguard Inflation-Protected Securities 529 Portfolio

T. Rowe Price Balanced 529 Portfolio

Vanguard REIT Index 529 Portfolio

Vanguard Value Index 529 Portfolio

Vanguard 500 Index 529 Portfolio

Vanguard Total Stock Market Index 529 Porlfolio
Vanguard Growth Index 529 Partfolio

Vanguard Mid-Cap Index 529 Portfolio
Vanguard Extended Market Index 529 Portfolio
Fidelity Advisor Mid Cap Il 529 Portfalio

Vanguard Small-Cap Value index 529 Portfolic
Vanguard Small-Cap Index 529 Portfolio
Vanguard Small-Cap Growth Index 529 Porffelio

Vanguard Total International Stock Index 529 Porifolio

*An investment in the money market 529 portfolio is nbt insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government agency. Although the money marke!
529 portfolio seeks to pressrve the value of the investment at $1.00 per share, it is possible to
lose money by investing in the portfolio.




THE COLLEGECOUNTS 529 DIFFERENCE

Key Factors

Contribution fimit ' S | bgnefic[q:y_. S ‘$5.,7000'p§r _Ingiwdud
ount balance® | o eard peryeart .

Aluhama state
income tax-
deductible
cantributions

Change of
beneficiary alowed
Age restrictions for

contributions
Age restrictions for
withdrawals

Income restrictions

mum account balance limit for the CollegeCounts 52 Fund and all other Section 529 programs

toinied by the State of Alabaina for o panticular bensficiary cannot exceed $300,000.

t balonces can grow beyond that amount, no additional contributions can be made once the

y daches $300,000, AN R o
“Unless extended, certain CESA benefils will expire Decombar 31, 2010, 4f this occurs, the contribution limit will be

$500'per year and withdrawils for slementdiry and secondaryedication e¥penses (I.e., K-12) will no-longer be

able o cash in qualified U.$: savings bonds withoul having fo include In your Income some or all of
i the bonds if you. meet.cértain conditions, including: you pay qualified education expenses
pouse; or g dependent for whom you.claim an exsmption on your return; your modified adjusted
 than' $85,100 ($135,100 if married filing jointly or qualifying widowler)J — 2010 limits; your
fot married filing seporately; the U.S. savings bond is o series EE bond issued after 1989 or o serles |
ond; ings bond must be issued in yaur name |as the sole owne)- or in the nanie of both you and your spouse
{as co-owners); and the owner must bis at least 24'years old bafore the bond's issue dats, Please check with your
{  tox advisor for detqils-and information regarding your specific sitiation.
¢A deduction; riot to excaed $5,000 per taxpayer, is allowed as an adjustment to income on the Alabama
1 _ iricome fax return for contributions to the CoflegeCounts 529 Fund or the PACT Program. The deduction may
_ equal an amount up.to $10,000 for married taxpayaers filing a joint return where both toxpayers are making such
conliributions into the CollegeCounts 529 Fund or the PACT Program (closed to new Investors}.

“Contributions can be made for o beneficiary from birth to age 18.
The account may remain open until the beneficiary reaches age 30, with certain limitations.

"Cu.f.lodlunship lypic_al!y terminates when a minor reaches age 18 or 21,

*CESA éﬁgibility_ phases out at $95,000-$110,000 adjusted gross income ($190,000-$220,000 for joint filers).
Please check with your tax advisor for details and information regarding your specific situation.

Risk Considerations

You-can lose money by investing in a portfolio. Each of the age-based, target, and individual fund
portfolios involves invesiment risks, which are described in the Program Disclosure Statement and
which should be considered before investing. Intemnational invesiments involve risks such as currency
fluctuations, economic instability, and political developments. Additional risks may be associated with
emerging markets. Small and midsize companies may increase the risk of fluctuations in the value of
your investment. Portfolios that invest in bonds are subject fo risks such as interest rate risk, credit risk,
and inflation risk. As interest rates rise, the prices of bonds will fall. The value of your account will
fluctuate with market conditions. When you withdraw funds, you may have more or less than your
total contributicns to the account. For more risk information on the portfolios and the underlying funds
in which they invest, see the Program Disclosure Statement.



JUST THE FACTS
What are the tax benefits?
* Alabama state income tax' deduction for contributions:
- Up to $5,000 for individuals
- Up to $10,000 if married filing jointly
® Tax-deferred growth
* Taxfree withdrawals for qualified college expenses?

What are qualified expenses??
e Tuition
® Fees
® Supplies
* Equipment
* Books
¢ Room and board {must be enrolled at least halfHime)
¢ Computer (2010)
¢ Computer equipment {2010)
* |nternet access and related services {2010)

What schools qualify?
* Any accredited postsecondary education insfitufion
® Public and private colleges and universities
* Two-year vocational, rade, technical and professional
schools
¢ Alabama schools, national schools and some foreign
schools

- How can | contribute?

* Send a check.

* Establish an automatic investment plan.

® Roll over funds from another 529 plan.

* Esiablish a payroll deduction at work.

* Transfer reward dollars eamed with a CollegeCounts 529
Rewards Visa® Card.

Who can contribute?
¢ Parents
* Grandparents
* Relatives and friends
* Anyone can confribute on behalf of the beneficiary




O

Sl D

Determine how much you plan 1o soave
for yvour loved one's fuluie educalion

]

2 Select an investment portfo!io thal can
help vou build college savings.

o Complete an enrollment form anline
al CollegeCounts529.com or call
BOG.5792778 for an enoliment kit

.1 : .
o Utilio the helpful online oo

. s
CollegeCounts 529 com 1o help you
olon and gef slarted:

- College savings calculator

- st ol eligible schools

- College savings resources

- Program details

- Online emollment







Counts

529 FUND

R
« ENROLL ONLINE at CollegeCounts529.com

+ Complete this Enrollment Form to establish an Account, Please return this completed form, check{s), and any other
documents to:

CollegeCounts 529 Fund CollegeCounts 529 Fund
PO Box 85290 6811 S, 27th Street
Lincoln, NE 68501-5290 Lincoln, NE 68512

+ Por assistance, please call toll-free: 866.529.2228.

IMPORTANT INFORMATION ABOUT PROCEDURES FOR OPENING A NEW ACCOUNT:

To help the government fight the funding of terrorism and money laundering activities, federal law requires financial
institutions to obtain, verify, and record information that identifies each person who opens an account. What this
means for you: When you open an account, we will ask for your name, address, date of birth, and other information
that will allow us to identify you. We may also ask to see your driver's license or other identifying documents. If this
information is not provided, the Program Manager may be delayed or unable to open your Account and accept your
investment.

|:| Individual Account (Complete all sections except Section 5.)

I:’ UGMA/UTMA Account (Provide the Custodian’s information in Section 2 and the Minor’s information in Section 3.)

D Trust or Entity Ownership (Complete Section 5 instead of Section 2.)

The Account Owner, who is at least 19 years old, is the person who controls the Account, names the Designated
Beneficiary, directs withdrawals, and receives the Account statements.

First Name M.L Last Name

IO -1 IO -CC -

Social Security Number Date of Birth

Gender O M OF Residency Status: (O U.S.Citizen 0O U.S. Resident Alien
Account Mailing Address City, State, ZIP

Permanent Address (if different from above; no PO Boxes) City, State, ZIP

Phone E-Mail Address

Questions? Please call toll-free 866.529.2228.
1



The Designated Beneficiary is the individual whose qualified higher education expenses will be paid from the
Account, : ' o

C0-OC-0000 ) OO-OC-0000)
Social Security Number Date of Bir

¢ Please check this box if the Beneficiary's address is the same as the Account Owner's.

Permanent Address (no PO Boxes) City, State, ZIP

3

Not permitted for UGMA/UTMA Accounts. The person or entity named below will be the Successor Account Owner
in the event of the death of the Account Owner. You may update the Successor Account Owner at any time.

First Name M.L Last Name

O Please check this box if the Successor Account Owner’s address is the same as the Account Owner's.

Mailing Address ' City, State, ZIP
OO0-00-0000 - N O I
Social Security Number Date of Birth

o I I - L -]
Taxpayer Identification Number (if applicable) Date of Trust (if applicable)

e

5

Complete if you are establishing a Trust or Other Entity as Account Owner,

OO LI

Name of Trust or Other Entity (Copy of Trust Document Required) Date of Trust/Date of Entity

Name of Trustee(s) or Corporate Officer Ig El;ﬁla:ﬁiogllmljbelr:] D l:] D
Mailing Address City, State, ZIP

Permanent Address (if different from above; no PO Boxes) City, State, ZIP

Questions? Please call toll-free 866.529.2228.
2



yHIEy

The Plan offers three different investment approaches. Select from Portfolio options A, B, or C. Your initial and future
contribution(s) will be invested based on your following selection. Each investment Portfolio is explained in the Program
Disclosure Statement and any supplements, which you must read and agree to before completing this form. For more
information on the investment Portfolios, please visit CollegeCounts529.com or refer to the CollegeCounts 529 Fund
Program Disclosure Statement.

£ g f ) % L S TR AL % MO eyt i !

\:, A. Age-Based Portfolios — Assets are invested in a mix of stocks, bonds, and money market funds allocated
according to the age of the Designated Beneficiary. As the Designated Beneficiary approaches college age, the
investment will move to an increasingly conservative allocation, If you've checked box (A), select one of the following:

D Aggressive Portfolio 00 Moderate Portfolio O Conservative Portfolio

D B. Target Portfolios - The asset allocations of these Portfolios remain fixed or “static” within a specified range. If
you've checked box (B), select one of the following:

O Fund 100 2 Fund 80 {3 Pund 60 O Fund 40 O Pund 20 1 Fixed Income Pund

D C. Individual Fund Portfolios - Create your own investment mix from one or more of the 529 Portfolios below.
If you've checked box (C), select one or more of the following {must total 100%,).

Money Market Domestic (U.5,) Equity
Large-Cap
% Vanguard Prime Money Market
529 Portfolio % Vanguard Value Index 529 Portfolio
Fixed Income

% Vanguard 500 Index 529 Portfolio
% PIMCO Short-Term 529 Portfolio

% Vanguard Total Stock Market Index

% Vanguard Intermediate-Term Bond 529 Portfolio

Index 529 Portfolio
% Vanguard Growth Index 529 Portfolio

% Vanguard Total Bond Market Index Mid-Cap
529 Portfolio

% Vanguard Mid-Cap Index 529 Portfolio

% PIMCO Total Return 529 Portfolio

% Vanguard Extended Market Index

% Vanguard Inflation-Protected 599 Portfolio
Securities 529 Portfolio
% Fidelity Advisor Mid Cap IT 529 Portfolic
Balanced
Small-
% T. Rowe Price Balanced 529 Portfolio mall-Cap
' % Vanguard Small-Cap Value Index
529 Portfolio
% Vanguard REIT Index 529 Portfolio % Vanguard Small-Cap Index 529 Portfolio
% Vanguard Small-Cap Growth Index
529 Portfolio
Int tional Equit
% Vanguard Total International Stock Index
529 Portfolio

3



investments. You may select more than one option.

A, D Enclose a Check made payable to “CollegeCounts 529 Fund” $ D D D , [_—_l D D . D I]

B. ‘:I Deposit of UGMA/UTMA Custodial Assets. I am funding this custodial CollegeCounts 529 Fund Account with

the proceeds from the sale of assets held in a custodial account that was established under a Uniform Gift/Transfer

to Minors Act (UGMA/UTMA) for the benefit of the Beneficiary indicated in Section 3 of this Enrollment Form, I
have read the Program Disclosure Statement and Account Agreement and ynderstand that I will be considered the
custodian of this Account as UGMA/UTMA custodian for such Beneficiary. I understand that this means I will not be
able to change the Beneficiary on this Account, nor make Nonqualified Withdrawals other than for the benefit of such
Beneficiary. I understand that these same restrictions will apply to other Contributions made to this Account, regard-
less of the source of the funds.

C. I:] Transfer/Rollover Into the CollegeCounts 529 Pund:*

You may transfer funds from another 529-qualified tuition program, directly transfer funds from a Coverdell
Education Savings Account, or contribute proceeds from United States Savings Bonds. Certain rules and requirements
must be met.

For move information, consult the CollegeCounts 529 Pund Program Disclosure Statement and your financial, tax, or
legal advisor,

0 Direct Rollover from another Qualified 529 Plan*
You must complete a Rollover Form and submit it
with this Bnroflment Form. $

0 Funds from a Coverdell Education Savings Account*
You must complete a Rollover Form and submit it
with this Enrollment Porm. $

O Funds from a qualified U.S. Savings Bond*
Return the U.5. Savings Bond statement from your financial $
institution with this Enrollment Form.

*You are responsible for providing the CollegeCounts 529 Fund with the breakdown between contributions and
earnings of the amount of the transfer/rollover. Please provide an account statement from the prior financial
institution detailing the contribution portion (basis) and the earnings portion of the contribution. If a breakdown
is not provided, we are required by law to treat the entire amount as earnings in computing future withdrawals.

D. D Payroll Deduction. Complete the Payroll Deduction Form (check with your employer as to availability) and return it

with this Enrollment Form.

1

Questions? Please call toll-free 866.529.2228,

4 .



E. |:| Automatic Investment Plan - Allows automatic contribution transfers
from your bank account into a CollegeCounts 529 Pund Account, as well as $ D D D D |:I D D
automatic deposit of distributions from a CollegeCounts 529 Fund Account. ) .

Frequency: (check one) Timing:

O Weekly Day of the Week (circle one): Monday Tuesday Wednesday Thursday Friday
O Twice a Month Days of Month: & '
(If ot provided, the transfera will occur on the 7th & 21st of the month.}
1 Monthly Dayof Month:
. (If not provided, the transfer will accur on the 17th of the month.)
o Quarterly Day of the Month (i.e., 1-31):
Check One:

O January, April, July, and October
O February, May, August, and November
1 March, June, September, and December

O Annvyally Month and Day of Month {i.e., 1-31)
Bank Account Information:
1. Bank Name:

2.BankRouﬂngNuﬁber:| HEEEEERN

3. Bank Account Number;

4. Account Type: O Checking O Savings

Your bank account will be linked to your CollegeCounts 529 Fund Account so that you
may purchase or sell shares by telephone or online at CollegeCounts529.com.

YOUR NAME — _
| RINTED VOI
| TAPE YOUR PREP VoI »
wome uRCK OR SAVINGS AT $

SAMPLE DOLLARS

Barik Routing Number

. \ BANKNAME AND ADDRESS ’ 0 !D
MEMO
Bank Account Number | - |"- 7] :

I hereby authorize the Program Manager to initiate debit entries to the bank account indicated above, and
the bank indicated above to debit the same amount. This authority is to remain in full force and effect until
the Program Manager has received notification from me of its modification or termination in such time as
to afford the Program Manager 10 business days to act on it. I understand that if a transaction cannot be
made because of insufficient funds or becafjse either account has been closed, this service will be canceled by
the Program Manager. I acknowledge that the origination of ACH transactions to my account must comply
with the provisions of applicable law. I further agree that if my draft is dishionored for any reason, with or
without cause, the Program Manager will not bear any liability.

Union Bank & Trust Company may correct any transaction errors with a debit or credit to my financial
institution account and/or my CollegeCounts 529 Fund Account.

Please allow approximately 10 business days for the first transfer. Please retain a copy of this authorization
for your records.

X

Signature of Bank Account Owner Date

Questions? Please call toll-free 866.529.2228.
5




The Account Owner must sign and date this section in ink below:

I acknowledge that [ have received and read the current
Program Disclosure Statement, Account Agreement,
and this Enrollinent Form and agree to be bound by the
Account Agreement, the Act, and the Rules with respect
to each Account [ establish.

1am 19 years of age or older. I am a U.S. citizen or a U.S.
resident alien.

I acknowledge that Accounts established under the
CollegeCounts 529 Fund and thelr earnings are not
insured by the Federal Deposit Insurance Corporation
(FDIC) or any other governmental agency; are not a
deposit or other obligation of Union Bank & Trust
Company; are not guaranteed by the Board, the State of
Alabama, the State Treasurer of Alabama, or Union Bank
& Trust Company; and are subject to investment risk,
including loss of principal.

If established with a Trust as Account Ownmer, by signing
this Enrollment Form the undersigned Trustee or
Trustees certify that the provided trust agreement (or
excerpts thereof) is a true copy of the current and valid
legal decument(s) and that there are no other Trustees of
the Trust other than those listed in Section 5.

m: hereby ratify any telephone instructions given pursuant

to this authorization and agree that the Board, Program,
State, and Program Manager will not be liable for any
loss, lability cost, or expense for acting upon such
instructions. [ uniderstand that telephone calls may be
recorded by the Program Manager, and ! consent to such
recordings.

The information I have provided on this form is accurate
and true.

I certify that if | am funding this Account from a 529

rollover or transfer for the same Designated Beneficiary,
there have been no other rollovers for the same
Designated Beneficiary in the previous 12 months.

I understand each Account established herein is
governed by an arbitration clause, which is set forth in
Section 12 of the Account Agreement. I acknowledge
receiving a copy of the arbitration clause.

I understand that providing my e-mail address gives the
Program Manager permission to send me information
about the CollegeCounts 529 Fund and services via
e-mail.

hackup withholding, and

CERTIFICATION. Under penalties of perjury, I certify that:
1. The number shown on this form is my correct taxpayer identification number, and

2. lam not subject to backup withholding because: (a) I am exempt from backup withholding, or (b) I have
not been notified by the Internal Revenue Service (IRS) that I am subject to backup withholding as a result
of a failure to report all interest or dividends, or (c) the IRS has notified me that I am no longer subject to

3. IamaU.S. citizen or U.S. resident alien, a domestic trust, an estate, a parinership, corporation, or company
created or organized in the United States or under the laws of the United States.

If you are a resident of a state other than Alabama, you should check with your home state to see if it offers a Section 529 program.
That program may offer state tax or other benefits to residents of that state which may not be available to investors in programs of
other states.

X

Print Name Here;

Signature of Account Owmer

Date

Offered by the
State of Alabama

Title (if other than an individual is establishing the Account)

UBT 529 Services & Division of

UNION BANK

& TRUST COMPANY,
Program Manager

Questions? Please call toll-free 866.529.2228.

6

Aug 2010
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*  Complete this form to initiate a rollover/transfer of assets from another 529 college savings plan or
Coverdell Education Savings Account (CESA) to your Co]legeCounts 529 Fund Account,

* Contact your current 529 program manager or Coverdell Education Savings Account custodian to
determine if a Medallion Signature Guarantee is required. Many do require a Medallion Signature
Guarantee. Without this, the rollover may be delayed. (See Section 6)

¢ Return this completed form and an account statemeént from the current program. Please note: If you
do not already have a CollegeCounts 529 Fund Account, complete and enclose an Enrollment Form with
this Rollover Form.

Regular Mail: ' Overnight Mail: :
CollegeCounts 529 Fund CollegeCounts 529 Fund
PO Box 85290 6811 South 27th Street
Lincoln, NE 68501-5290 Lincoln, NE 68512

*  For assistance, call toll-free: 866,529.2228.

Yo of Rotlover s

[:| Another 529 college savings plan

D Coverdell Education Savings Account (CESA) '

For instructions on liquidating or contributing U.S. Saviﬁgs Bond proceeds, see the U.S. Savings Bonds
Contribution Form,

@) cotegecounts 526 Fund Account Information.
The Account listed below will be the recipient of the rollover transaction.

N UL -LIE-O01000]

Account Number Account Owner Social Security Number
Account Owner First Name M.L Last Name

Phone E-mail

Beneficiary Pirst Name M.L Last Name

LI IC)-CE-C 0]

Beneficiary Social Security Number

- Current 529 Program Manager or CESA Custodian (where assets are currently held)
Please confirm the address below with your current provider. We will forward this Rollover Form to the address below
to initiate the rollover process. Please attach a copy of your current 529 or CESA statement.

Name of 529 Program Manager or CESA Custodian (if applicable)

Name of 529 College Savings Program and State Sponsor (if CESA, leave blank)

Mailing Address of 529 College Savings Program City, State, ZIP
CollegeCounts529.com
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1. Complete all four sections below. 1. Update your payroll records. Keep a copy of this

2. If you already have a CollegeCounts 529 Fund Account(s) authorization,
established; reference the Account number(s) in Section 3. 2. Fax this form to the CollegeCounts 529 Fund at
Return this form to your payroll department, 402.323.1053.

3. If you have not opened a CollegeCounts 529 Fund Account, - 3. Begin withholding as directed in Section 3.
please complete an Enrollment Form along with this form and 4, The CollegeCounts 529 Fund will contact you regarding
mail both to the ColiegeCounts 529 Fund. remittance and contribution methods.

Pirst Name M.L Last Name Daytime Telephone
Mailing Address City, State, ZIP
Contributor Name (if not the Account Owner) Account Owner B-mail Address

Company or Agency Name
Mailing Address City, State, ZIP
Payroll Contact Name Payroll Contact Telephone E-mail Address
- 3
Total Requested Deduction: $ Requested Start Date:
(per pay period) (check with your employer)

I tequest that the above deduction be deposited to the following account(s):

Beneficiary Name(s) CollegeCounts 529 Fund Account # Deposit Amount
- : $
- - $
- - $

SR i T

I hereby authorize payroll deduction and acknowledge that this deduction will co

employer in writing to change or stop the deduction.

X

Signature of Employee / Contributor Date

July 2010
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Program Disclosure Statement
& Account Agreement

July 30, 2010

The Program is intended to be used only to save for Qualified
3 AN Higher Education Expenses. The Program is not intended to be
COffarad by the used, nor should it be used, by any taxpayer for the purpose of
State of Alabama evading federal or state taxes or tax penalties. Taxpayers may
wish to seek tax advice from an independent tax advisor based

on their own particular ¢ircumstances.
UBT 529 Services a Division of P

m UN'ON BANK This Program Disclosure Statement is intended to comply

& TRUST COMPANY, with the College Savings Plans Network Disclosure Principles,
Program Manager Statement No. 4, adopted Decembar 17, 2009,



IMPORTANT INVESTOR INFORMATION—PLEASE READ

Before investing in tha CollegeCounts 529 Fund, you should consider carefully the followlng:

1. Dependlng on the taws of your home state or that of your Designated Beneﬂclary. favorable state tax treatment or other
benefits offered by such home state for investing in 529 college savings plans may be available onty if you invest in
such home state's 529 college savlngs plan;

2. Any state based henefit oﬂered with respect to a particular 529 college savings plan should be one of many appropri-
ately weighted factors to he consldered in maklng an investment decision; and

3 Yon should consult wlth youf ﬂnancial tax or other advisor to learn more about how state-based benefits
{including any llmitations) would apply to your specific circumstances. You may also wish to contact your home state
of any other 529 college savings pian to learn more about the features, benefits and limitations of that state’s 529

collega savings plan.

" FOR ALABAMA INVESTORS

The State of Alabama provides the fﬁllowing Income tax advantages when investing in the Plan:

* individuals who file an Alabama state income tax return are eligible to deduct for Alabama state income tax purposes
up to:

*  $5000 -or-
*  $10,000 for married taxpayers filing jointly who each make contributions
¢ per tax year for contributions to the Plan and other Alabama Section 529 plans during that year;

¢ investment earnings on money invested in the Plan are not subject to Alabama income tax until they are distributed;
and

*  when distributed as a Qualified Withdrawal, the earnings are free from Alabama state income tax.

See "Federal and State Tax Considerations” herein,
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COLLEGECOUNTS 529 FUND

PROGRAM DISCLOSURE STATEMENT

Supplement dated December 22, 2010

to the Program Discliosure Statement dated July 30, 2010

The CollegeCounts 529 Fund Program Disclosure Statement dated July 30, 2010, is hereby an

as follows:
< Reduction in Fees

Effective as of December 22, 2010, the “Total Annual Asset-Based Fees” on 5 of the 6 Target Por
12 of the 15 Age-Based Portfolios; and 10 of the 19 Individual Fund Portfolios will be reducec
following “Fees & Expense Table” replaces in its entiraty the current table on page 18.

Annual Asset-Based Feas

' Account Fe

Estimated Program Total Annusl | (walved foi

Underlying Fund | Management State Asset-Based Alabama

Expenses’ Fees Fea Fads Residants
Fund 100 0.09% 0.25% none 0.34% $12
Fund 80 0.09% 0.25% none 0.34% $12
Fund 60 0.08% 0.25% none 0.33% $12
Fund 40 0.08% 0.25% nene 0.33% $12
Fund 20 0.08% 0.25% none 0.33% $12
Fixed Income Fund 0.09% 0.25% none 0.34% $12

Aggressive Portfollo

"Ages 0 -8 0.09% 0.25% none 0.34% $12
Ages 9 ~ 12 0.09% 0.25% none 0.34% $12
Ages 13 - 16 0.08% 0.25% none 0.33% $12
Ages 17 - 20 0.08% 0.25% none 0.33% $12
Ages 21 + 0.08% 0.25% none 0.33% $12

Moderate Portfollo
Ages 0 -8 0.09% 0.25% none 0.34% $12
Ages 9 -~ 12 0.08% 0.25% none 0.33% $12
Ages 13 ~ 16 0.08% 0.25% none 0.33% $12
Ages 17 - 20 0.08% 0.25% none 0.33% $12
Ages 21 + 0.09% 0.25% none 0.34% $12
Consarvative Portfollo
Ages 0 -8 0.08% 0.25% none 0.33% $12
Ages 9 - 12 0.08% 0.25% none 0.33% $12
Ages 13 - 16 0.08% 0.25% none 0.33% $12
Ages 17 - 20 0.09% 0.25% none 0.34% $12
Ages 21 + 0.10% 0.25% none 0.35% $12




Estimated A
Underiying Program Total Annual | (
Fund Management | State | Asset-Based

Expenses’ Fees
Vanguard Prime Money Market 529 Portfollo 0.10% 0.25% none 0.35%
PIMCO Short-Term 529 Portfolio 0.45% 0.25% none 0.70%
Vanguard Int, - Term Bond Index 529 Portfolio 0.12% 0.25% none 0.37%
Vanguard Total Bond Market Index 529 Portfollo 0.07% 0.25% none 0.32%
PIMCO Total Return 529 Portfollo 0.47% 0.25% none 0.72%
Vanguard Inflatlon-Protected Securities 529 Portfollo 0.12% 0.25% nene 0.37%
T. Rowe Price Balanced 529 Portfallo 0.71% 0.25% none 0.96%
Vanguard REIT Index 529 Portfolio 0.14% 0.25% none 0.39%
Vanguard Value Index 529 Portfolio 0.14% 0.25% nene 0.39%
Vanguard 500 Index 529 Portfollo 0.07% 0.25% none 0.32%
Vanguard Total Stock Market Index 529 Portfollo 0.06% 0.25% " none 0.31%
Vvanguard Growth Index 529 Portfollo 0.14% 0.25% none 0.39%
Vanguard Mid-Cap Index 529 Portfoilo 0.14% 0.25% none 0,39%
vanguard Extended Market Index 529 Portfolio 0.13% 0.25% none 0.38%
Fldelity Advisor Mid Cap II 529 Portfolio 0.95% 0.25% none 1.20%
Vanguard Small-Cap Value Index 529 Portfoilo 0.28% 0.25% none 0.53%
Vanguard Smail-Cap Index 529 Portfollo 0.14% 0.25% none 0,39%
Vanguard Smali-Cap Growth Index 529 Portfolio 0.28% 0.25% ngne 0.53%
Vanguard Total International Stock Index 529 Portfolie 0.15% 0.25% none 0.40%

* For reglstered mutual funds, In the absence of a change that would materially affect the Information, base
the most recent prospectus avallable prior to the date of this Supplement to the Program Disclosure Staterr
and for Portfolios Invested in multiple registered mutual funds, based on a weighted average of each fund’s -
annual operating expenses, in accordance with the Portfolio's asset allocation as of the date of this Suppleme

Age-Based Portfolios 0.08% - 0.10% 0.08%

Target Portfollos 0.08% - 0.09% 0.08%

Individual Fund Portfolios 0.06% - 0.95% 0.25%

Other. Annual Costs

Program Management Fee 0.25%

Annual Account Fee $12 The annual account fee Is waived If either t

Account Owner or the Designated Beneficla
is an Alabama resident,



The following table compares the approximate
cost of investing in the Plan over different periods
of time. Your actual costs may be higher or
lower. The hypothetical chart assumes an initial
$10,000 investment In a Plan Portfolic and a 5%
annual rate of return, compounded annuaily. All
expense ratlos and asset zallocations are assumed
to remain the same for the duration of the
periods.

The chart assumes that all withdrawals are made
for Higher Education Costs and, therefore, does

One Year

Three Years

not reflect the impact of potential federa
or local taxes. This hypothetical does no
actual expenses or performance from the
future, Actual expenses may be higher ¢
than those shown. The $12 annual accou
walved If either the Account Owner or Des
Beneficiary Is an Alabama resident.
Alabama residents neead to add an adq
$12 to the One Year number; $36
Three Year number; $60 to the Fiv
number; and, $120 to the Ten Year
in the Hypothetical Expense Table.

Five Years Ten Years

Fund 100 $35 $109 $191 $431
Fund 80 ' $35 $109 $191 $431
Fund 60 $34 $106 $186 $419
Fund 40 $34 $106 $186 $419
Fund 20 $34 $106 $186 $419
Fixed Income Fund $35 $109 $191 $431
I
Aggressive Portfollio ’
Ages0-8 $35 $109 $191 $431
Ages 9 - 12 $35 $109 $191 $431
Ages 13 -~ 16 $34 $106 $186 $419
Ages 17 - 20 $34 $106 $186 $419
Ages 21 + $34 $106 $186 $419
Moderate Portfollo
Ages0-8 $35 $109 $191 $431
Ages 9 - 12 $34 $106 $186 $419
Ages 13 - 16 $34 $106 $186 $419
Ages 17 - 20 $34 $106 $186 $419
Ages 21 + $35 $109 $191 $431
Consarvative Portfolio
Ages 0 -8 $34 $106 $186 $419
Ages 9 - 12 $34 $106 $186 $419
Ages 13 - 16 $34 $106 $186 $419
Ages 17 - 20 $35 $109 $191 $431
Ages 21 + $36 $113 $197 $444




One Year Three Years Five Years

vanguard Prime Money Market 529 Portfolio $36 $113 $197 $4
PIMCO Short-Tarm 529 Portfolio $72 $225 $391 $8
vanguard Int.-Term Bond Index 529 Portfollo $38 $119 . $208 $4
Vanguard Total Bond Market Index 529 Portfolio $33 $103 $180 %4
PIMCO Totai Return 529 Portfolio $74 $231 $402 $€
vanguard Inflation-Protected Securitles 529 Portfolio 438 $119 $208 $4
T. Rowe Price Balanced 529 Portfollo $98 $307 $533 $1,
Vanguard REIT Index 529 Portfolio $40 $126 $219 $4
Vanguard Value Index 529 Portfollo $40 $126 $219 $4
Vanguard 500 Index 529 Portfoiio $33 $103 $180 $4
Vanguard Total Stock Market Index 529 Portfolio $32 $100 $174 $:
vanguard Growth Index 529 Portfollo $40 $126 $219 $<
Vanguard Mid-Cap Index 529 Portfolio $40 $126 $219 $¢
Vanguard Extended Market Index 529 Portfollo $39 $122 $214 $¢
Fidellty Advisor Mid Cap II 529 Portfolio $123 $383 $663 $1,
Vanguard Small-Cap Value Index 529 Portfolio $54 $170 $297 14
Vanguard Small-Cap Index 529 Portfolio $40 $126 $219 §<
vanguard Small-Cap Growth Index 529 Portfolio $54 $170 $297 &€
Vanguard Total International Stock Index 529 Portfollo $41 $129 $225 $t

%+ The following replaces In its entirety the current table on page 37.
MUTUAL FUND TICKER SYMBOLS AND EXPENSE RATIOS

The following table sets forth the ticker symbols and the total operating expenses, as disclosed in each fun
recent prospectus dated prior to December 15, 2010, of the underlying Investment funds in which the Port
invest. Certain of the share classes in which the Plan‘s Investment Portfolios invest have changed. Accord
references in the Program Disclosure Statement to the share class of the underlying investment funds are
amended to reflect the share class corresponding to the ticker symbols below. :

Underlying Mutual Fund Ticker Symbol Expense Ratio
Vanguard Prime Money Market Fund (Instf) ; g 0.10%
PIMCO Short-Term Fund (Instl) 0.45%
Vanguard Intermediate-Term Bond Index Fund (Signal) 0.12%
Vanguard Total Bond Market Index Fund (Insti) 0.07%
PIMCO Total Return Fund {Instt) 0.47%
Vanguard Inflation-Protected Securlties Fund (Admiral) 0.12%
T. Rowe Price Balanced Fund 0.71%
Vanguard REIT Index Fund {Signal) 0.14%
Vanguard Value Index Fund {Signal) 0.14%
Vanguard 500 Index Fund {Signal) 0.07%
vanguard Total Stock Market Index Fund (Instl) 0.06%
Vanguard Growth Index Fund (Signal) 0.14%
Vanguard Mid-Cap Index Fund (Signai) 0.14%
Vanguard Extended Market Index Fund (Signat) 0.13%
Fidelity Advisor Mid Cap II Fund (Instl) 0.95%
Vanguard Small-Cap Value Index Fund (Investor) 0.28%
Vanguard Small-Cap Index Fund (Signal) 0.14%
Vanguard Small-Cap Growth Index Fund (Investor) 0.28%
Vanguard Total International Stock Index Fund (Instl) 0.15%




IMPORTANT LEGAL INFORMATION

Investments in the CotlegeCounts 529 Fund are not guaranteed or insured by the State of Alabama, the Board, the State
Treasurer of Alabama, Union Bank and Trust Company, the Federal Deposit Insurance Corporation, or any other entity. :

The Plan and its associated persons make no representations regarding the suitability of the Plan’s investment portfolios for any
particular investor. Other types of investments and other types of college savings vehicles may be more appropriate depending
on your personal circumstances. You should consult your tax or investment advisor for more information.

No broker, dealer, registered representative, salesperson, or other person has been authorized to give any information or to
make any representations other than those contained in this Program Disclosure Statement, and, if given or made, such other
information or representations must not be relied upon as having been authorized by the CollegeCounts 529 Fund, the State
Treasurer of Alabama, the Board, or Union Bank & Trust Company.

The information in this Program Disclosure Statement is subject to change without notice, and neither delivery of this Program
Disclosure Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has been
no change in the affairs of the CollegeCounts 529 Fund since the date of this document.

This Program Disclosure Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be
any sale of securities by any person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation,
or sale.

Accounts in the Alabama College Education Savings Program are offered and soid as the CollegeCounts 529 Fund
and the CollegeCounts 529 Fund Advisor Plan. Alabama also administers a prepaid tuition program called The
Alabama Prepaid Affordabie College Tuition Program (the “PACT Program"). The PACT Program is closed to enroflment,

This Program Disclosure Statement describes only the Accounts available through the CollegeCounts 529 Fund. The
CollegeCounts 529 Fund Advisor Plan may offer different investment options with different investment advisors or
different benefits and may be marketed differently from the CollegeCounts 529 Fund described in this Program Disclosure
Statement. In addition, the CollegeCounts 529 Fund Advisor Plan may charge different fees, withdrawal penalties, and
sales commisions than the CollegeCounts 529 Fund described in this Program Disclosure Statement. You can obtain
information regarding the CollegeCounts 529 Advisor Plan by contacting your financial advisor, calling (866) 529 - 2228
or by visiting CollegeCounts529advisor.com.
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Program Structure and
Providers
{more page 1, 3)

Trustee:
Program Manager:

Board of Trustees of CollegeCounts 529 Fund.
UBT 529 Fund Services, a Division of Union Bank
& Trust Company (term through June 30, 2020}

Investment Funds

PIMCO, Vanguard, T. Rowe Price, and Fidelity.

Program Contact
Information

CollegeCGounts 529 Fund
6811 South 27th Street
Lincoln, NE 68512
CollegeCountsb29.com
(866) 529 - 2228

State of Alahama
Income Tax Benefits
(See "Federal and State
Tax Considerations”,
page 21)

* Contributions may be deductible up to $5,000 per tax return ($10,000 if married
filing jointly).

* Farnings grow free from Alabama state income tax.

» Earnings portion of a Qualified Withdrawal is not subject to Alabama state
income tax.

« Alabama tax henefits are available only to Alabama taxpayers.

* Nonqualified Withdrawals are subject to Alabama state income tax.

* Rollovers to an out-of-state qualified tuition program or nonqualified withdrawals
are subject to recapture of Alabama state tax benefits.

Federal Tax Benefits
(See "Federal and State
Tax Considerations”,

¢ Contributions are not deductible for federal income tax purposes.

e Farnings grow free from federal income tax.

e Farnings portion of a Qualified Withdrawal is not subject to federal income tax.
e Farnings on a Nongualified Withdrawal are subject to income tax and a 10%

age 21
bage 21) federal penalty tax.
* The Progrém is open to all U.S. citizens and resident aliens who are at least 19
o years old, have a valid Social Security number and have a valid permanent
Account Owner Eligibility | qqress (not a P.O. Box).

(See “Opening and Main-
taining an Account”,
page 6)

¢ There are no restrictions on state of residence.

» The Account Owner may be an individual, certain entities, a custodian under a
state UGMA or UTMA account, a trust, state or local government, or a 501(c)(3)
organization with a valid social security or taxpayer identification number

Designated Beneficiary
(See “Choosing a
Designated Beneficiary”,
page 7)

« Must be a U.S. citizen or resident alien with a valid Social Security number.
* May be of any age.




Contributions
(See “Contributing to an
Account,” page 8)

Minimum: No minimum contribution required.
Maximum: $300,000 per Designated Beneficiary (Meximum Accaunt Balance Limitation).
Ways to Contribute: Check, Automatic Investment Plan, Electronic Funds
Transfer, Payroll Deduction, Wire Transfer, CollegeCounts
529 Rewards Visa Card “"Rewards”, Rollover from another
qualified tuition program.

Investment Portfolios
(See "investment
Portfolios”, page 10)

¢ 3 Age-Based Portfolios (Aggressive, Moderate, Conservative).

» & Target Portfolios.

¢ 19 Individual Fund Portfolios.

* Investment Changes allowed once per calendar year or upon a change of
Designated Beneficiary

Program Costs
{See "Plan Fees and
Expenses”, page 17)

Undarlying Fund Costs Range Average

Age-Based Portfolios 0.09% - 0.14% 0.10%

Target Portfolios - 0.09% -0.14% 0.11%

Individual Fund Portfolios 0.06% - 0.95% 0.31%

Qther Annual Costs

Program Management Fee 0.25%

Annual Account Fee : $12 {The annual account fee is waived if either the Account

QOwner or the Designated Beneficiary is an Alabama
resident.)

Risk Factors
{See "Risk Factors”,
page 4)

* Investments in the CollegeCounts 529 Fund are not guaranteed or insured by the
State of Alabama, the Board, the State Treasurer of Alabama, Union Bank and Trust
Campany, the Federal Deposit Insurance Corporation, or any other entity.
¢ Opening an Account involves certain risks, including:
¢ the risk that the value of your Account may decrease, you could lose money,
including the principal you invest;

¢ the risk of state or federal tax law changes;

¢ the risk of Program changes, including changes in fees;

* the risk that an investment in the Program may adversely affect the Account ,
Owner's or Designated Beneficiary’s eligibility for financial aid or other
benefits.

Qualified Withdrawals
(See “Distributions From an
Account”, page 22)

* Funds may be used to pay for the Designated Beneficiary's tuition, fees, room
& board (with certain limitations), books, suppiies, and equipment required for
the enrollment or attendance at an eligible postsecondary institution.

* Computers, computer equipment, and Internet access and related services are
considered Qualified Higher Education Costs if paid or incurred in 2009 or 2010.
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COLLEGECOUNTS 529 FUND

INTRODUCTION

The CollegeCounts 529 Fund (the “Plan”) is part of the Alabama
College Education Savings Program (the “Program”). The
Program is an education savings program authorized by the State
of Alabama and is designed to qualify as a tax-advantaged sav-
ings program under Section 529 of the Internal Revenue Code.
Section 529 permits states and state agencies to sponsor quali-
fied tuition programs under which you can open and contribute
to an Account for the benefit of any individual, including adults.
The Plan is a convenient and tax-advantaged way to save for the
cost of colleges, universities, graduate and postgraduate pro-
grams, vocational schools and other qualifying post-high schaool
education.

You may open and contribute to an Account regardless of your
income. The Maximum Account Balance Limitation for Accounts
for a Designated Beneficiary in the Plan, and any additional
accounts in the CollegeCounts 529 Fund Advisor Plan and the
PACT Program, is $300,000,

Investment earnings on your Contributions accumulate on a
tax-deferred basis, and withdrawals are exempt from federal
and Alabama state income tax if they are used to pay for the
Designated Beneficiary's Higher Education Costs. Individuals
who contribute to the Plan and file a State of Alabama income
tax ‘return generally are aliowed to deduct from their gross
income for State of Alabama income tax purposes up to $5,000
of Contributions per year ($10,000 for married taxpayers filing
jointly) for total combined contributions to State of Alabama
Section 529 programs.

Under federal law, neither you nor the Designated Beneficiary of
your Account may exercise investment discretion, directly or indi-
rectly, over Contributions to an Account Or any earnings on such
Contributions, However, you may choose a balance of equity, real
estate, fixed income, and/or money market investments relating
to your Pan Account based on the available Portfolios described
in this Program Disclosure Statement. The Plan has twenty eight
(28) investment portfolios from which to choose,

This Program Disclosure Statement describes only the
CollegeCounts 529 Fund. The Board also offers the CollegeCounts

529 Fund Advisor Plan, which is sotd through brokers or other -

financial advisors. The investment options the Plan offers and
the costs of investing in the Plan are different than the invest-
ment options and costs of the CollegeCounts 529 Fund Advisor
Plan. For more information on the Advisor Plan contact your
financial advisor,

All capitalized terms shall have the meanings given to them in
the “Definitions of Key Terms"” Section beginning on page 2.

PLAN HIGHLIGHTS

Eligibility. The Plan is open to residents of any state, not just
residents of Alabama. There are no income restrictions.

Contribution Amounts. The Plan has no required minimum
Contribution, and you may make additional Contributions at

any time. However, the current Maximum Account Balance
Limitation for Accounts for a Designated Beneficiary under the
Plan and any additional accounts in other State of Alabama
Section 529 programs is $300,000.’

Qualified Withdrawals. Money in your Account may be withdrawn
to pay the Designated Beneficiary's Higher Education Costs.
Currently, tuition, fees, books, supplies and equipment required
for the enroliment or attendance of a Designated Beneficiary
at an Institution of Higher Education are considered Higher
Education Costs. Subject to certain limits, Higher Education
Costs also include the Designated Beneficiary's room and
board expenses. Computers, computer equipment and [nternet
access and related services that the Designated Beneficiary or
the Designated Beneficiary's family use during the time the
Designated Beneficiary is enrolled are also considered Higher
Education Costs if paid or incurred in 2009 or 2010.

Income Tax Consequences. Under current law, federal and
Alabama state income taxes on investment earnings are tax-
deferred while in an Account, and such earnings are free from
federal and Alabama state income tax if they are used to pay
the Designated Beneficiary's Higher Education Costs. If money
is withdrawn from your Account, but not used to pay the
Designated Beneficiary's Higher Education Costs, the earnings
portion (if any) of the withdrawal will be treated as ordinary
income to the recipient and generally will also be subject to a
10% federal penaity tax.

Individuals who file an Alabama state income tax return are
eligible to deduct for Alabama state income tax purposes up
to $5,000 per tax year ($10,000 for married taxpayers fil-
ing jointly) for total combined contributions to the Plan, the
CollegeCounts 529 Fund Advisor Plan and the PACT Program
during that tax year. The contributions made to such qualifying
plans are deductible on the tax retumn of the contributing tax-
payer for the tax year in which the contributions are made.

In the event of a Nonqualified Withdrawal from the Plan, for
Alabama state income tax purposes, an amount must be added
back to the income of the contributing taxpayer in an amount
of the Nonqualified Withdrawal plus ten (10%) percent of such
amount withdrawn. Such amount will be added back to the
income of the contributing taxpayer in the tax year that the
Nonqualified Withdrawal was distributed.

Gift Tax Treatment. For federal gift tax purposes, Contributions
to an Account are considered a gift from the contributor to
the Designated Beneficiary that is eligible for the annual gift
tax exclusion. Currently, the annual exclusion is $13,000
per donee ($26,000 for a married couple). This means that
currently you may contribute up to $13,000 to an Account,
without the Contribution being considered a taxable gift {assum-
ing you make no other gifts to the Designated Beneficiary in
the same year). In addition, if your total Contributions to an
Account during a year exceed the annual exclusion for that
year, you may eiect to have the amount you contributed that
year treated as though you made one-fifth of the Contribution
that year, and one-fifth of the Contribution in each of the next
four calendar years. (Such an election must be made on the



Federal Gift Tax Return Form 709). This means that you may
contribute up to $65,000 currently without the Contribution
being considered a taxable gift, provided that you make no
other gifts to the Designated Beneficiary in the same year or in
any of the succeeding four calendar years. Moreover, a married
contributor whose spouse elects on a Federal Gift Tax Return
to have gifts treated as “split” with the contributor may con-
tribute up to twice that amount ($130,000 currently} without
the Contribution being considered a taxable gift, provided that
neither spouse makes other gifts to the Designated Beneficiary
in the same year or in any of the succeeding four calendar years.
The annual exclusion is indexed for inflation and therefore is
expected to increase over time.

School Choice. The Designated Beneficiary can attend any
United States school (and some foreign schools} qualifying as
an Institution of Higher Education, including both public and
private schools.

Investment Flexibility. The Board and Program Manager have
designed 3 Age-Based Portfolics, 6 Target Portfolios, and 19
individual Fund Portfolios. The Age-Based and Target Portfolios
invest in specified allocations of equity, real estate, fixed
income, and/or money market mutual funds, and the individual
Fund Portfolios invest in a single mutual fund, Account Owners
do not own shares of the underlying mutual funds, but rather own
shares in a Portfolio of the Plan. You can chocse a Portfolio that
is tailored to meet your investment objectives and risk profile.

DEFINITIONS OF KEY TERMS

Account means a separate Account within the Program estab-
lished by an Account Owner for a named Designated Beneficiary
pursuant to an Account Agreement.

Account Agreement means the written agreement between an
Account Qwner and the Board that governs the operation of
each Account established under the Plan by an Account Owner,
as amended and supplemented from time to time. The current
Account Agreement is attached as Exhibit A to this Program
Disclosure Statement.

Account Owner means the person or entity that has entered into
an Account Agreement and established an Account on behalf
of a Designated Beneficiary, or the person ot entity who is the
successor in interest to such person or entity in accordance
with the Program Rules. The Account Owner controls the
Account.

Act means the Wailace Folsom College Savings Investment Plan
Act, §16-33C-1 to §16-33C-13 of the Code of Alabama 1975,
as amended from time to time, which established and applies
to the Program and Plan.

Age-Based Portfolio means a diversified investment portfolio
that invests in equity, real estate, fixed income, and/or money
market funds that adjusts based on the age of the Designated
Beneficiary.

Board means the Board of Trustees of the Program.

Code means the Internal Revenue Code of 1986, as amended
from time to time.

Contribution means cash deposited into an Account for the
benefit of a Designated Beneficiary. :

Designated Beneficiary means

« The individval designated as the beneficiary of the
Account at the time the Account is established;

¢ The individual who is designated as the new Designat-
ed Beneficiary when the Designated Beneficiary of an
Account is changed; or

o The individual receiving the benefits of an Account es-
tablished by any state or local government or organiza-
tion described in Section 501(c)(3) of the Code, as part
of a scholarship program operated by such government
or organization.

Enroliment Form means the CollegeCounts 529 Fund Enroliment
Form completed and signed by an Account Owner establishing
an Account and agreeing to be bound by the terms of the
Account Agreement,

Higher Education Costs means the Designated Beneficiary’s
qualified higher education expenses, as defined in Section
529(e)(3) of the Code. Higher Education Costs include:

« Tuition, fees, books, suppiies and equipment required
for the enroliment or attendance of a Designated Ben-
eficiary at an eligible educational institution;

+ Computers, computer equipment and Internet access
and related services that the Designated Beneficiary
or the Designated Beneficiary's family use during the
time the Designated Beneficiary is envolled if paid or
incurred in 2009 or 2010;

e Certain room and board expenses incurred while en-
rolled in a degree or certificate program on at least a
half-time basis. A student will generally be considered
to be enrolled at least half-time if the student is en-
rolled for at least half the full-time academic workload
for the course of study the student is pursuing as deter-
mined under the standards of the institution where the
student is enroiled;

» Room and board expenses are included as qualified
higher education expenses for those students enrolled
at least half-time, provided that such expenses do not
exceed the greater of (1) the amount included by the
Institution of Higher Education in its "cost of atten-
dance,” as defined under federal law, or (2) the actual
invoiced amount the student is charged for residing in
housing owned or operated by the Institution of Higher
Education; and

e Expenses for special needs services in the case of a spe-
cial needs Designated Beneficiary which are incurred in
connection with such Designated Beneficiary's enrollment
or attendance at an Institution of Higher Education,

Individual Fund Portfolic means an investment Portfolio within
the Plan to which an Account may be assigned and that invests
in the shares of a single mutual fund.

Institution of Higher Education means an eligible educational
institution, as defined in Section 529 of the Code. This general-
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ly includes any accredited postsecondary educational institution
in the United States offering credit toward a bachelor's degree,
an associate's degree, a graduate level or professional degree,
or another recognized postsecondary credential. Certain pro-
prietary institutions, postsecondary vocationat institutions, and
fareign schools also are Institutions of Higher Education. These
institutions must be eligible to participate in U.S. Department
of Education student aid programs. For a list of schools, visit
www.fafsa,ed.gov/FOTWWebApp/FSLookupServiet.

Investment Portfolios and Allocations Guidelines means the
Investment Portfolios and Allocations Guidelines adopted by the
Board which set forth the Plan’s investment Portfolios and asset
allocations. The Board may amend the Investment Portfolios
and Allocations Guidelines from time to time.

Member of the Family means an individual who is related to the
Designated Beneficiary, as defined in Section 529(e)(2) of the
Code, in any of the following ways:

¢ A son or daughter, or a descendant of either;
* A stepson or stepdaughter;

* A brother, sister, stepbrother, or stepsister;

* The father or mother, or an ancestor of either;
* A stepfather or stepmother;

* A son or daughter of a brother or sister;

¢ A brother or sister of the father or mother;

* A son-in-law, daughter-in-law, father-in-law, mother-in-
law, brother-in-law, or sister-in-law:

* The spouse of the Designated Beneficiary or the spouse
of any of the foregoing individuals; or

* A first cousin of the Designated Beneficiary.

For purposes of determining who is a Member of the Family, a
legally adopted child of an individual is treated as the child of
such individual by blood. The terms brother and sister include
a half-brother or half-sister,

Nonqualified Withdrawal means any distribution from an
Account that is not used to pay Higher Education Costs and is
not a Qualified Withdrawal or a Qualified Rollover Distribution,

PACT Program means the Alabama Prepaid Affordable College,

Tuition Program, a prepaid tuition program intended to qualify
under Section 529 of the Code, which was established under
the Act. The PACT Program is closed to future enrollment.

Plan means the CollegeCounts 529 Fund.

Portfolio means any of the investment portfolios available,
and to which Contributions may be made, under the Plan, An
Account Owner must designate a Portfolio or Portfolios in the
Enroliment Form for each Account.

Program means the Alabama College Education Savings Program
established in the Act.

Program Management Agreement means the Program Management
Agreement by and between the Program Manager and the Board.

Program Manager means Union Bank & Trust Company of
Lincoln, Nebraska. Union Bank & Trust Company does business

in Alabama under the name UBT 529 Services, a Division of
Union Bank & Trust Company.

Program Rules means the rules governing the Program adopted
by the Board, as such Rules may be amended or supplemented
from time to time.

Qualitied Rollover Distribution means a distribution or transfer
from an Account that is deposited within sixty (60) days of the
distribution or transfer to:

* Another qualified tuition program for the benefit of the
Designated Beneficiary, provided that any such transfer
does not occur within twelve months from the date of a
previous transfer to a qualified tuition program for the
benefit of the Designated Beneficiary; or

* Another Account in any other qualified tuition program,
for the benefit of an individual who is a Member of the
Family of the Designated Beneficiary.

Qualitied Withdrawal means a withdrawal from an Account that
is used to pay the Higher Education Costs of the Designated
Beneficiary. A Qualified Withdrawal generally is not subject to
federal or Alabama state income tax.

Target Portfolio means a diversified investment portfolio within
the Plan to which an Account can be assigned that can invest in
equity, real estate, fixed income, and/or money market funds.

Treasurer means the State of Alabama Treasurer.

Trust Fund means the fiduciary trust fund created under the Act
to hoid the assets of the Plan, except amounts that are attribut-
able to the payment of administrative fees and that are held in
the program administrative fund established under the Act.

DESCRIPTION OF THE PROGRAM

What Is the Program?

The Program is an education savings pragram established by
the State of Alabama and is designed to qualify as a qualified
tuition program under Section 529 of the Code, The purpose of
the Program is to assist individuals in paying Higher Education
Costs and to thereby encourage students to attend colleges
and universities. Federal and Alabama state income taxes on
investment earnings in an Account are deferred until there is
a distribution from the Account. In addition, distributions from
an Account are free from federal and Alabama state income
tax if they are used to pay the Higher Education Costs of the
Designated Beneficiary.

The Program consists of the ColiegeCounts 529 Fund and
the CollegeCounts 529 Advisor Plan. This Program Disclosure
Statement only describes Accounts in the CoflegeCounts 529
Fund, which is referred to in this Program Disclosure Statement
as the “Plan.” Accounts in the Plan are offered directly to
Account Owners. Before investing in the Plan, you should con-
sider whether an investment in the Plan is appropriate in light
of your overall financial goals and whether an investment in the
Plan is an appropriate vehicle for you to use to save for Higher
Education Costs. You can obtain additionai information about
the CollegeCounts 529 Fund by visiting CollegeCounts529.com

or calling (866) 529 - 2228,
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What Is the Legal Structure of the Program?

The Program was established by the Act. Funds contributed to
Plan Accounts established pursuant to the Program are held in
the Trust Fund for the sole benefit of the Account Owner and
the Designated Beneficiary. The Board acts as trustee of the
Trust Fund and is responsible for the overall administration of
the Program. The Board has delegated day-to-day administra-
tion of the Program to the Treasurer.

The Board has selected Union Bank & Trust Company, doing
business in Alabama as UBT 529 Services, a Division of Union
Bank & Trust Company, to advise the Board on the invest-
ment of Contributions to the Plan and to provide day-to-day
administrative and marketing services to the Plan. The Program
Manager has engaged Wilshire Associates, Inc. to advise it with
respect to the structures and asset alocations of the Portfolios
and the underlying investment funds the Portfolios utilize,

How Does the Plan Work?

To begin saving for college or other post-high school education
you must open an Account and make an initial Contribution
to your Account for a named Designated Beneficiary, Money
contributed to your Account, will be invested in the Portfolio(s)
you choose. When the Designated Beneficiary of your Account
incurs Higher Education Costs, you may withdraw money from
your Account to pay those Higher Education Costs.

What Types of Higher Education Costs May Be Paid With
Account Funds?

Account funds may be used to pay the Higher Education Costs
of the Account's Designated Beneficiary. These generally
include tuition, fees, books, supplies, and equipment required
for the Designated Beneficiary’s enrollment or attendance at an
institution of Higher Education. Subject to certain limitations,
these also generally include the room and board expenses of
a student enrolled on at least a half-time basis, Computers,
computer equipment and Internet access and related services
that the Designated Beneficiary or the Designated Beneficiary's
family use during the time the Designated Beneficiary is
enrolled are also considered Higher Education Costs if paid
or incurred in 2008 or 2010. in addition, Higher Education
Costs include expenses for special needs services in the case
of a special needs beneficiary. Institutions of Higher Education
generally include accredited, postsecondary educational institu-
tions offering credit toward a bachelor's degree, an associate's
degree, a graduate leve! or professional degree, or another
recognized postsecondary credential, including certain propri-
etary, postsecondary vocational, and foreign institutions. The
institution must be eligible to participate in U.S. Department of
Education student aid programs.

A Designated Beneficiary's Higher Education Costs will be
reduced to the extent the Designated Beneficiary's education
expenses are taken into account in determining any Hope
Credit, American Opportunity Credit or Lifetime Learning Credit,
and to the extent the Designated Beneficiary receives any tax-
free educational assistance payments.

RISK FACTORS

Certain risk factors relating to participation in the Plan are

described below.

Plan Risks

The Value of Your Account May Decline

As with many investment programs, there can be no assurance
that the value of your Account will grow at any particular rate or
that it will not decline. The value of the securities in which the
Portfolios invest will change due to a number of factors, most
of which will not be in the control of the Board or the Program
Manager. If the value of these securities declines, you may lose
some or all of the principal balance in your Account.

Your Account Is Not Insured or Guaranteed

Balances in your Account are not guaranteed or insured by
the State of Alabama, the Board, or any instrumentality of the
State of Alabama, the Program Manager or any of its affiliates,
the FDIC, or any other party. You could lose money (including
amounts contributed to your Account), or not make money, if
you participate in the Plan.

Laws Governing 529 Qualified Tuition Programs May Change
There is a risk that federal and state laws and regulations gov-
erning 529 Programs could change in the future,

The proposed Federal Treasury regulations that have been
issued under Section 529 of the Code provide guidance and
requirements for the establishment and operation of the
Program but do not provide guidance on al! aspects of the
Program. Final regulations or other administrative guidance or
court decisions might be issued that could adversely impact the
federal tax consequences or requirements with respect to the
Program or Contributions to or withdrawals from your Account,
In addition, Section 529 or other federal law could be amended
in a manner that materially changes the federal tax treatment of
Contributions to and withdrawals from your Account.

You should understand that changes in the law governing the
faderal and/or state tax consequences described in this Program
Disclosure Statement might necessitate material changes to the’
Program for the anticipated tax consequences to apply.

Furthermore, the Program has been established pursuant to
Alabama law, the Program Rules, the Code, and applicable
securities laws. Changes to any of those laws or regulations may
also affect the operation and tax treatment of the Program, as
described in this Program Disclosure Statement.

Limitation on Investment Selection

The Account Owner may only change the investment election
for an Account once per calendar year, or upon a change in
Designated Beneficiary. {f an Account Owner has Accounts in
the Plan and the CollegeCounts 529 Fund Advisor Pian for the
same Designated Beneficiary, the Account Owner may change
the Portfolios in all such Accounts without tax consequences,
so long as the changes to all of the Accounts are made at the
same time and no more frequently than once per calendar year
or upon a change of Designated Beneficiary.

Limited Use of Withdrawals Without Penalties

Other than payment of the Higher Education Costs of the
Designated Beneficiary, the circumstances under which a with-
drawal may be made from an Account without a penalty or adverse
tax consequences are limited. See “Exhibit B - Tax information.”




i e

Limited Operating History of Portfolios

The Plan's investment Portfolios are each newly established and
have no operating history. Although the underlying investment
funds have longer operating histories, past performance of a
Portfolio's underlying investment fund(s) should not be viewed
as a future prediction of that Portfolio’s or its underlying invest-
ment fund's future performance.

Fee Changes

The Plan's fees and expenses and the amount of the specified
fees described in this Program Disclosure Statement, including
the fees the Plan imposes and the underlying investment funds’
fees and expenses, may change from time to time during your
participation in the Plan. There can be no assurance that the
Plan’s fees and expenses will not increase in the future.

Changes in Program Manager

A new program manager may be appointed either upon expira-
tion of the Program Management Agreement or earlier, in the
event the Program Manager or Board terminates the agreement
prior to the end of the term.

In such case, the fee or compensation structure for the succes-
sor program manager may differ from andfor be higher than the
fee and compensation structure of the current Program Manager.
Additionally, upon a change in program manager, the Board may
change the asset allacation of Portfalios and/or mutual funds
included in any Portfolio and/or eliminate or change Portfolios.
The Plan may achieve performance results that are different
than those achieved by the current Plan.

Iiliquidity of Account

Funds in your Account will be subject to the terms and condi-
tions of the Plan and the Account Agreement. These provisions
may limit your ability to withdraw funds or to transfer these
funds. Under no circumstances may any interest in an Account
of the Plan he used as security for a loan.

Acceptance to an Institution of Higher Education Is Not
Guaranteed
An Account-in CollegeCounts 529 Fund does not guarantee
that a Designated Beneficiary will be admitted to, or permitted
to continue to attend, any college or other Institution of Higher
Education.

Educational Expenses May Exceed the Balance in Your
Account .
Even if you- make the maximum amount of Contributions to
your Account, the balance may not be sufficient to cover the
Designated Beneficiary's Higher Education Costs.

Plan Contributions Do Not Create Alabama Residency
Contributions to the Plan do not create Alabama residency status
for you or a Designated Beneficiary for purposes of determining the
rate of tuition charged by an Aiabama educational institution.

Impact on the Designated Beneficiary's Ability to Receive
Financial Aid

The eligibiiity of the Designated Beneficiary for financial aid may
depend upon the circumstances of the Designated Beneficiary's
family at the time the Designated Beneficiary enrolls in an
Institution of Higher Education, as well as on the policies of the
governmental agencies, school, or private organizations to which
the Designated Beneficiary and/or the Designated Beneficiary’s

family applies for financial assistance. Because saving for college
will increase the financial resources avaitable to the Designated
Beneficiary and the Designated Beneficiary's family, it most
likely will have some effect on the Designated Beneficiary's
eligibiiity. These policies vary at different institutions and can
change over time, Therefore, no person or entity can say with
certainty how the federal aid programs, or the school to which
the Designated Beneficiary applies, will treat your Account for
these purposes,

Medicaid and Other Federal and State Benefits

The effect of an Account on eligibility for Medicaid or other state
and federal benefits is uncertain. it is possible that an Account
will be viewed as a “countable resource” in determining an indi-
vidual's financial eligibility for Medicaid. Withdrawals from an
Account during certain periods also may have the effect of delay-
ing the disbursement of Medicaid payments. You should consult
a qualified advisor to determine how an Account may affect
eligibility for Medicaid or other state and federal benefits.

Other Investment Alternatives

Neither the Board nor the Program Manager make any represen-
tations regarding the appropriateness of the Pian or any Portfolio
of the Plan as an investment alternative. Other qualified tuition
programs and other education savings and investment programs,
including Coverdell Education Savings Accounts, are currently
available to prospective Account Owners. These programs may
offer benefits, including state tax benefits, other investment
optiens and investment control, to some Account Owners or
Designated Beneficiaries that are not available under the Plan.
These programs may also have lower fees and expenses than
the Plan. Prospective Account Owners should also consider
whether investing directly in the underlying investment funds
would be a better option than investing in the Plan, especially if
they are considering investing in the Individual Fund Portfolios.
A direct investment in the underlying investment funds may
involve lower fees and expenses than are available under the
Plan. A direct investment in the underlying investment funds
would not, however, be eligible for certain tax benefits available
under the Plan,

Investment Risks

Each Portfolio Has Risks

Each of the Portfolios are subject to certain risks that may affect
Portfolio performance. Set forth below is a list of the major
risks applicable to the Portfolios. See “Exhibit C — Investment
Portfolios and Underlying Fund Information” and the respective
prospectuses of the underlying mutual funds for a description of
the risks associated with the underlying mutual funds in which
the Portfolios invest,

Market risk. Market risk is the risk that the prices of se-
curities will decline overall, Securities markets tend to
move in cycles, with periods of rising and falling prices.
Securities prices change every business day, based on
investor reactions to economic, political, market, indus-
try, and corporate developments. At times, these price
changes may be rapid and dramatic. Some factors may
affect the market as a whole, while others affect par-
ticular industries, firms, or sizes or types of securities.



interest rate risk. Interest rate risk is the risk that secu-
rities prices will decline due to rising interest rates. A
rise in interest rates typically causes bond prices to fall.
Bonds with longer maturities and lower credit quality
tend to be more sensitive to changes in interest rates,
as are mortgage-backed bends. Short- and long- term
interest rates do not necessarily move the same amount
or in the same direction.

Money market investments are also affected by interest
rates, particularly short-term rates, but in the opposite
way: when short-term interest rates fall, money market
yields usually fall as well. Bonds that can be paid off
before maturity, such as mortgage-backed and other
asset-backed securities, tend to be more volatile than
other types of debt securities,

Foreign investment risk. Investment in foreign stocks
and bonds may be more risky than investments in do-
mestic stocks and bonds. Foreign stocks and bonds
tend to be more volatile, and may be less liquid, than
their U.S. counterparts, The reasons for such volatility
can include greater political and social instability, lower
market liquidity, higher costs, less stringent investor
protections, and inferior information on issuer finances.
In addition, the dollar vatue of most foreign currencies
changes daily. All of these risks tend to be higher in
emerging markets than in developed markets.

Asset Backed Securities risk. A Portfolio’s performance
could suffer to the extent the underlying funds in which
it invests are exposed to asset-backed securities, includ-
ing mortgage-backed securities. Asset-backed securities
are subject to early amortization due to amortization or
payout events that cause the security to payoff prema-
turely. Under those circumstances, an underlying fund
may not be able to reinvest the proceeds of the payoff
at a yield that is as high as that which the asset-backed
security paid. In addition, asset-backed securities are
subject to fluctuations in interest rates that may affect
their yield or the prepayment rates on the underlying
assets.

Derivatives risk. Certain of the underlying investment
funds may utilize derivatives. There are certain invest-

ment risks in using derivatives such as futures contracts, -

options on futures, interest rate swaps and structured
notes, as a hedging technique, If an underlying invest-
ment fund incorrectly forecasts interest rates in using
derivatives, the underlying investment fund and any
Partfolio invested in it couid lose money. Price move-
ments of a futures contract, option or structured notes
may not be identical to price movements of portfolio
securities or a securities index, resulting in the risk
that, when an underlying investment fund buys a fu-
tures contract or option as a hedge, the hedge may not
be completely effective. The use of these management
techniques aiso involves the risk of loss if the advisor
to an underlying investment fund is incorrect in its ex-
pectation of fluctuations in securities prices, interest
rates or currency prices. Investments in derivatives may

be illiquid, difficult to price, and leverage so that small
changes may produce disproportionate losses for the un-
derlying fund, and may be subject to counterparty risk
to a greater degree than more traditional investments.
Please see the underlying mutual fund prospectus for
complete details.

Concentration risk. To the extent that a Portfolio is ex-
posed to securities of a single country, region, indus-
try, structure, or size, its performance may be unduly
affected by factors common to the type of securities
involved.

Issuer risk. Changes in an issuer's business prospects or
financial condition, including those resulting from con-
cerns over accounting or corporate governance practices,
could significantly affect a Portfolio’s performance if the
Portfolio has sufficient exposure to those securities.

Credit risk. The vaiue or yield of a bond or money mar-
ket security could fall if its credit backing deteriorates. in
more extreme cases, default or the threat of defauit could
cause a security to lose most or all of its value. Credit risks
are higher in high-yield bonds.

Management risk. A Portfolio’s performance could suf-
fer if the investment fund or funds in which it invests
underperforms.

Individual Fund Portfolios Not as Diversified as Age-Based and
Target Portfolios

The Individual Fund Portfolios are designed to invest in a single
mutual fund, Individual Fund Portfolios, by design, are not
as diverse as the Age-Based and Target Portfolios which are
invested in a number of different mutual funds. Since each
individual Fund Portfolio is invested in one mutual fund, the
performance of the Individual Fund Portfolio is dependent on
the performance of the underiying mutual fund. Conseqguently,
the performance of each of the Individual Fund Portfolios may
be more volatile than the Age-Based and Target Portfolios.

OPENING AND MAINTAINING AN ACCOUNT

Who Can Open an Account?

An Account may be established by an individual, certain legal
entities, a custodian under a State's UGMA or UTMA statute,
or the trustee of a trust. The Account Owner must be at least
19 years of age, a U.S. citizen, resident alien or legal entity
with a valid Social Security number or a taxpayer identification
number. The Account Qwner must also have a valid, permanent
address in the U.S. {not a P.O. Box). There are no income limi-
tations for the Account Owner to participate in, or benefit from,
the Plan. In addition, an Account may be established by a State
or local government or a tax-exempt organization described in
Section 501(c)(3) of the Code as part of a scholarship program
operated by such government or organization,

There are no restrictions on state of residence to open an
account. There may be only one Account Owner per Account
(joint ownership is not allowed).

If the prospective Account Owner is a trust, the truétee should
consult with his or her legal and tax advisors before establish-




ing an Account. This Program Disclosure Statement does not
address the income or transfer tax consequences of investments
in the Plan made by a trust or the propriety of such an invest-
ment under state trust law.

How Do | Open an Account?

To open an Account, you must complete and sign an Enroliment
Form, agreeing to be bound by the terms and conditions of
the Account Agreement, which governs your rights, benefits,
and obligations as an Account Owner. The current form of the
Account Agreement is included as Exhibit A to this Program
Disclosure Statement.

To open an Account:

s Online: you can open an Account online at
CollegeCounts529.com.

¢ By Mail: complete, sign and mail the Enrollment Form
to the CollegeCounts 529 Fund.

If you wish to make Contributions for more than one Designated
Beneficiary, you must complete an Enroliment Form and open a
separate Account for each Designated Beneficiary.

How Many Accounts Can | Open?

There is no timit on the number of Accounts you can estabilish.
An Account Owner or multiple Account Owners can open more
than one Account for the same Designated Beneficiary as long
as the total of the balances in all such Accounts, and accounts
for the Designated Beneficiary in the CollegeCounts 529 Fund
Advisor Plan and the PACT Program, do not exceed $300,000,

When Can | Open an Account for an Infant?

There are no age limitations for a Designated Beneficiary.
However, at the time you open an Account, you must desig-
nate a Designated Beneficiary. |f you open an Account for a
newborn for whom a Social Security number has not yet been
obtained, you may still designate that individual as Designated
Beneficiary. You should provide the Designated Beneficiary's
Social Security number within ninety (90} days after opening
an Account for an infant.

Who Controls an Account?

As Account Owner, you control the Account, including any
Contributions made to the Account by third parties. The
Account Owner may change the Designated Beneficiary of the
Account, transfer money in the Account to another account in
the Program or another qualified tuition program, or withdraw
money from the Account, in each case subject to any applicable
taxes or other rules as described in this Program Disclosure
Statement and under applicable law.

May | Change Ownership of a Plan Account?

You may change ownership of your Account to another indi-
vidual or entity that is eligible to be an Account Owner. When
you transfer ownership of your Account, you may, but are not
required to, change the Designated Beneficiary. A change of
ownership of an Account will only be effective if the assignment
is irrevocable and transfers all ownership rights.

To be effective, a transfer of ownership of your Account requires
the current Account Owner and the new Account Owner to com-
plete the Change of Account Owner Form. By signing the Change
of Account Owner Form, the new Account Owner will be entering

into an Account Agreement with the Plan and will be subject
to the terms and conditions of the Plan's then-current Account
Agreement. The current Account Owner’s signature on the
Change of Account Owner Form must be signature guaranteed,
or it will not be processed. You should consult your tax advisor
regarding the potential gift and/or generation-skipping transfer
tax consequences of changing ownership of your Account.

Can | Name a Successor to Take Over Ownership of My Account
Upon My Death?

On your Enrollment Form, you may designate a successor
Account Owner to take ownership of your Account in the event
of your death. If you have aiready established an Account, you
may designate a successor Account Owner or change your des-
ignation by completing the appropriate form available online or
by calling (866) 529 - 2228.

If you do not designate a successor Account Owner, then your
estate, acting through your personal representative, will become
the successor Account Owner. Before the successor Account
Owner will be permitted to transact business with respect to
your Account, he or she will be required to provide a certified
copy of the death certificate and documentation reflecting his or
her appointment to act on behalf of the estate, and to execute
a new Enrollment Form, thereby entering into a new Account
Agreement.

Where Can | Obtain Additiona! Forms and Enroliment Kits?
You can obtain forms, additional enrollment kits, account main-
tenance forms and the Program Disclosure Statement by visiting
the Plan’s website at CollegeCounts529.com, or by contacting
the Plan at (866) 529 ~ 2228,

CHOOSING A DESIGNATED BENEFICIARY

Who May Be a Designated Beneficiary?

Any individual who is a U.S. citizen or resident alien with a
valid federal taxpayer identification number, such as a Social
Security number, can be a Designated Beneficiary. A Designated
Beneficiary can be of any age and need not be a resident of the
State of Alabama. Each Account may have only one Designated
Beneficiary, but different Account Owners may establish dif-
ferent Accounts for the same Designated Beneficiary, provided
that the total balances in such Accounts, and all other accounts
in the CollegeCounts 529 Fund Advisor Plan and the PACT
Program, do not exceed $300,000. An Account Owner may also
name himself or herself as the Designated Beneficiary.

tf an Account is established by a State or local government (or
agency or instrumentality thereof} or an organization described
in Section 501(cH3) of the Internal Revenue Code as part of a
scholarship program operated by such government or organiza-
tion, the Designated Beneficiary is not required to be identified
on the Enroliment Farm at the time the Account is established.
Such government or organization must designate the Designated
Beneficiary prior to any distributions for Higher Education Costs
from the Account.

Dq | Have to Be Related to the Designated Beneficiary?
You do not have to be related to the Designated Beneficiary
to establish an Account. However, if you change the named



Designated Beneficiary in the future, the new Designated
Beneficiary must be a Member of the Family of the current
Designated Beneficiary in order to avoid potentially adverse tax
consequences.

May | Change Beneficiaries?

As the Account Owner, you may change the Designated
Beneficiary at any time without adverse federal income tax
consequences if the new Designated Beneficiary is a Member
of the Family of the current Designated Beneficiary. You may
also change the Portfolios in which your Account is invested
when you change the Designated Beneficiary, If the new
Designated Beneficiary is not a Member of the Family of the
current Designated Beneficiary, then the change is treated as a
Nongqualified Withdrawal that is subject to taxes and a penaity.
A Member of the Family is anyone who is refated to the current
Designated Beneficiary in one of the following ways:

* A son or daughter, or a descendant of either;
¢ A stepson or stepdaughter;

* A brother, sister, stepbrother, or stepsister;

* The father or mother, or an ancestor of either;
* A stepfather or stepmother;

» A son or daughter of a brother or sister;

¢ A brother or sister of the father or mother;

* A son-in-law, daughter-in-law, father-in-law, mother-in-
law, brother-in-law, or sister-in-law;

* The spouse of the Designated Beneficiary or the spouse
of any of the foregoing individuals; or

e A first cousin of the Designated Beneficiary.

For purposes of determining who is a Member of the Family, a
legally adopted child of an individual is treated as the child of
such individual by blood. The terms brother and sister include
a half-brother ar half-sister.

If the source of Contributions to an Account was a State UGMA
or UTMA account, the Designated Beneficiary of the Account
may not be changed until the minor attains the legat age neces-
sary to control the UGMA or UTMA assets.

When you change the Designated Beneficiary, unless you direct

otherwise, any money invested in a Target Portfolio or Individual

Fund Portfolio wifl remain in such Portfolio, and any money
invested in an Age-Based Portfolio will be transferred to the
applicable Age-Based Portfolio based on the new Designated
Beneficiary's age.

A change of the Designated Beneficiary of an Account or a
transfer to an Account for another Designated Beneficiary
may have federal gift tax or generation-skipping transfer tax
consequences. You should consult your tax advisor under such
circumstances.

If you change the Designated Beneficiary of your Account, the
Program Manager will ask you to certify the relationship between
the new Designated Beneficiary and the current Designated
Beneficiary. To change the Designated Beneficiary of your
Account, you can download the form at CollegeCounts529.com
or call the Plan at (866) 529 - 2228.

CONTRIBUTING TO AN ACCOUNT

How do | Make Contributions to the Plan?
All Contributions to your Account must be in cash. You can
make Contributions to your Account by:

o check;

* automatic investment plan (“AIP") -  You may
establish an AIP by logging on to your account at
CollegeCounts529.com or downloading and completing
the appropriate form. If your AIP contribution cannot be
processed because of insufficient funds or because of
incomptete or inaccurate information, the Plan reserves
the right to suspend future AIP contributions,

o electronic funds transfer (“EFT") - You may complete
EFT contributions by logging on to your account at
CollegeCounts529.com. If your EFT contribution cannot
be processed because of insufficient funds or because of
incomplete or inaccurate information, the Plan reserves
the right to suspend future EFT contributions.

« payroll deduction - Payroll deduction allows you to set up
automatic contributions in the form of paycheck deduc-
tions. Check with your employer to see if they offer this
service;

» wiratransfer - please be aware that your bank may charge
a fee for wire transfers;

¢ “Rewards” from your CollegeCounts 529 Rewards Visa®
Card - Once you've accumulated $50 in rewards with the
CollegeCounts 529 Rewards Visa® Card, those amounts
will be automatically transferred at the end of each cal-
endar quarter to the Account{s) you designate; or

¢ a tranSfer or rollover from another 529 qualified tuition
program, Coverdell Education Savings Account (“CESA"),
or a qualified U.S. Savings Bond. Amounts distributed
from a CESA and contributed to an Account may be treat-
ed as a tax-free distribution from the CESA. In addition,
subject to certain limitations, redemption of certain qual-
ified U.S. Savings Bonds may be tax-free if the proceeds
are contributed to an Account, Certain rules and require-
ments must be met. For more information consult IRS
Publication 970 and your financial, tax, ot legal advisor.

Checks shouid be made payable to “CollegeCounts 529 Fund"
and sent to the following address:

Mailing Address:
CollegeCounts 529 Fund

P.C. Box 856290
Lincoln, NE 68501-5290

Qvernight or Courier Address:
ColiegeCounts 529 Fund
6811 South 27th Street
Lincoin, NE 68512

How do | Rollover of Transfer Funds to My Account?

You may open an Account or contribute to an existing Account
in the Plan by rolling over or transferring funds from another
529 qualified tuition program, a CESA or certain qualified U.S.
Savings Bonds. A rollover transaction from another 529 quali-




fied tuition program is free from federal income tax if it con-
stitutes a Qualified Rollover Distribution. A Qualified Rollover
Distribution:

1. is a rallover for the same Designated Beneficiary as long
as there were no prior roltovers for that Designated Ben-
eficiary in the Jast 12 months; or

2.is a rollover if the Designated Beneficiary of the Ac-
count is changed to a Member of the Family of the cur-
rent Designated Beneficiary.

The program from which you are transferring funds may impose
faes or other restrictions on such a transfer, so you should inves-
tigate this option thoroughly before requesting a transfer.

The Program Manager will assume that the entire rollover con-
tribution from another 529 qualified tuition program, a CESA
or a qualified U.S. Savings Bond is earnings in the Account
receiving the Contribution until the Program Manager receives
appropriate documentation showing the actual earnings portion
of the Contribution. This assumption is required by the Internal
Revenue Service. See "Exhibit B - Tax Information.”

How do | Make Contributions From a UGMA or UTMA Custodial
Account?

A custodian for a minor under a State UGMA or UTMA statute
may use the assets held in the UGMA or UTMA account to open
an Account in the Plan, subject to the laws of the state under
which the UGMA or UTMA account was established.

If the custodian of a UGMA or UTMA account establishes an
Account, the minor for whose benefit the assets are held must
be the Designated Beneficiary of the Account, and the custo-
dian wil! not be permitted to change the Designated Beneficiary
of the Account. When the Designated Beneficiary reaches the
age of majority under the applicable UGMA or UTMA statute
and the custodianship terminates, the Designated Beneficiary
will become the sole Account Owner with complete contro! over
the Account. The custodian is required to notify the Program
Manager when the minor attains the age of majority under the
applicable UGMA or UTMA statute,

The conversion of non-cash UGMA or UTMA assets to cash
for contribution to an Account may be a taxable transaction.
Before liquidating assets in a UGMA or UTMA account in order
to contribute them to an Account, you should review the poten-
tial tax and legal consequences with your tax and legal advi-
sors. Moreover, neither the Board, the Treasurer, the Program
Manager, nor the Program assumes responsibility to insure,
or will incur any liability for failing to insure, that a custodian
applies assets held under a UGMA or UTMA custodianship for
proper purposes.

How do | Contribute to an Account Through the CollegeCounts
529 Rewards Visa® Card?

The CollegeCounts 529 Rewards Visa® Card allows cardholders
to earn rewards that are contributed to a designated Account.
Currently, CollegeCounts 529 Rewards Visa® Card cardholders
earn a 1.529% reward on qualifying purchases that accu-
mulates and is automatically contributed to the Account the
cardholder designates. A cardholder may designate up to three
(3} Accounts into which rewards can be contributed. If you

designate more than one Account, rewards Contributions will
be split equally among the Accounts you designate. In order
to obtain a CollegeCounts 529 Rewards Visa® Card, you must
submit an application and be approved to receive the card. The
CollegeCounts 529 Rewards Visa® Card is offered by Union
Bank & Trust Company.

If you are a cardholder and your CollegeCounts 529 Rewards
Visa® Card account is in good standing, after you have accu-
mulated at least $50 in rewards, those amounts will be auto-
matically transferred at the end of each calendar quarter to the
Account(s) you designate. Rewards can only be redeemed as
a Contribution to the designated Account(s) and have no cash
vatue except as a Contribution, or as described in the “Rewards
Program” Terms and Conditions. This Program Disclosure
Statement is not intended to provide detailed information about
the card and the rewards program. The card and the rewards
program are administered in accordance with the terms of
the credit card agreement and “Rewards Program” Terms and
Conditions, as they may be amended from time to time. For
additional information, please visit CollegeCounts529.com.

Can Non-Owners Make Contributions to an Account?

Currently, anyone can make Contributions to an Account, includ-
ing the Designated Beneficiary. The Alabama state income tax
deduction is available to any individual who contributes to an
Account and files an Alabama state income tax return. However,
the Account Owner maintains control over all Contributions to
an Account, including the right to change Portfolios, change
the Designated Beneficiary, and make withdrawals. In addi-
tion, under current law, the federal gift and generation-skipping
transfer tax consequences of a Contribution by anyone other
than the Account Owner are unclear. Accordingly, if a person
other than the Account Owner wishes to make a Contribution to
an Account, such person should consult his or her own tax or
legal advisors as to the consequences of such a Contribution.

What Are the Limits on the Amount | Can Contribute?

A minimum Contribution is not required, nor do you have to con-
tribute to your Account every year. The Plan has no minimum
initial and subsequent required Contributions to an Account,

The Maximum Account Balance Limitation is $300,000.

Accounts that have reached the Maximum Account Balance
Limitation may continue to accrue earnings, but additional
Contributions will not be accepted and will be returned.
Additional Contributions may be made in the future if the
Account value falls below the Maximum Account Balance
Limitation or the Maximum Account Balance Limitation is
increased.

The Maximum Account Balance Limitation of $300,000 is
based on the aggregate market value of the Account(s} for a
Designated Beneficiary and not on the aggregate Contributions
made to the Account(s). Contributions can not be made to
any Account for a Designated Beneficiary if the aggregate
Account balance, including the propesed Contributions, for
that Designated Beneficiary (including accounts for the same
Designated Beneficiary in the CollegeCounts 529 Fund Advisor
Plan and the PACT Program) would exceed the Maximum
Account Balance Limitation. The Board will periodically review



and adjust the Maximum Account Balance Limitation as
needed.

What Happens to Contributions Over the Maximum?

The Program Manager will notify you if you have made a
Contribution to an Account that exceeds the Maximum Account
Balance Limitation. The Program Manager will not knowingly
accept and may reject Contributions in excess of the Maximum
Account Balance Limitation. If the Program Manager determines
that you have made Contributions in excess of the Maximum
Account Balance Limitation, the excess Contributions and any
garnings thereon will be promptly refunded and may be treated
as a Nonqualified Withdrawal that is subject to income tax and
a federal penaity tax.

INVESTMENT PORTFOLIOS

How Are My Plan Contributions Invested?

Contributions to an Account will be invested in the Partfolio or
Portfolios you select on the Enroliment Form, The Portfolios may
invest in one or mare mutual funds or other investment vehicles
in accordance with the investment Portfolios and Allocations
Guidelines. These may include investment funds investing in
domestic equity, international equity, real estate, fixed income,
money market securities, or other asset classes.

Account Owners should periodically assess, and if appropriate,
adjust their investment choices with their time horizon, risk
tolerance and investment objectives in mind. The Portfolios
described in this Program Disclosure Statement atlow Account
Owners to direct funds to specific investment categories and
strategies established by the Board and as set forth in the
Investment Portfolios and Allocation Guidelines.

Requesting Additional Information: Information on the

varlous Portfolios and a summary description of the
underlying mutual funds is included in “Exhibit C -
investment Portfolios and Underlying Fund Information.”
Additional information regarding the underlying mutual
funds’ investment strategies and their related risks can
he found in the prospectus and statement of additional
information (“SAF") of each underlying mutual fund. For
more information about the underlying mutuai funds,
including copies of their prospectuses, SAls, and annual
reports, contact the Plan at (866) 529 - 2228 or visit
CollegeCounts529.com.

The Plan has the following Portfolios available:
s 3 Age-Based Portfolios;
e & Target Portfolios; and
¢ 19 Individual Fund Portfolios.

The three Age-Based Portfolios are designed to reduce the
Account’s exposure to principat loss the closer the Designated
Beneficiary gets to college. The six Target Portfolios keep the
same asset allocation between equity, real estate, fixed income,
and money market securities over the life of your Account. The
Individual Fund Portfolios each invest in a single mutual fund.
The Age-Based, Target and Individual Fund Portfolios have been
designed by the Board, the Program Manager, and Wilshire
Associates, Inc,

Under federal law, neither you nor the Designated Beneficiary
of your Account may exercise investment discretion, directly or
indirectly, over Contributions to an Account or any earnings on
such Contributions. As a result, you will not be able to select
the securities in which your Account is invested. Instead,
Contributions will be invested in the Portfolio or Portfolios
you select in your Enroliment Form in accordance with the
Investment Portfolios and Allocation Guidelines. Generally,
an Account Owner may only change the Portfolio or Portfolios
in which their Account is invested once per calendar year or
upon a change of Designated Beneficiary. |f an Account Owner
has multiple accounts in the Plan for the same Beneficiary or
multiple accounts in the CollegeCounts 529 Fund Advisor Plan
and the PACT Program for the same Designated Beneficiary,
the Account Owner may change the Portfolios in all of these
accounts without tax consequences, so long as the changes
to all of the accounts are made at the same time and no more
frequently than once per calendar year or upon a change of
Designated Beneficiary.

In allocating Contributions to the Portfolios, the Program
Manager will follow the Investment Portfolios and Allocation
Guidelines. In addition, the Board intends to adopt an
Investment Policy with respect to the Program which will be
available on the Plan’s website at CollegeCounts529.com.

The Board may amend or supplement the Investment Portfelios
and Allocation Guidelines at any time which may change the
Portfolios, the asset allocation within the Porifolios, and the
underlying investment funds in which the Portfolios invest,
inctuding the underlying mutual funds in which the Individual
Fund Portfolios invest.

Age-Based Portfolios

) You may choose from 3 Age-Based Options:

s Age-Based Aggressive Option
e Age-Based Moderate Option
¢ Age-Based Conservative Option

The Age-Based Portfolios generally invest in a mix of equity, real
estate, fixed income, and money market funds allocated based
on the current age of the Designated Beneficiary. The Age-Based
Portfolios adjust over time so that as the Designated Beneficiary
nears college age each Age-Based Portfolio's allocation between
equity, real estate, fixed income, and money market funds
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becomes more conservative relative to the allocation in earlier
years. For each Age-Based Portfolio, the Plan will automatically
exchange assets from one Portfolio to another during the month
the Designated Beneficiary attains the next age-band based on
the following table.

Within the Age-Based Portfolios you may choose from among
an aggressive, moderate or conservative asset allocation based
on, among other factors, your investment goals and objectives,
and your tolerance for market volatility and investment risk. The
Aggressive Age-Based Portfolio is intended for Account Owners
with a higher tolerance for investment risk and market volatility,
relative to the moderate and conservative asset allocations but
with the potential for higher returns. The Moderate Age-Based
Portfolio is intended for Account Owners with a moderate tol-
erance for investment risk and market volatility, but with the

potential for higher returns relative to the conservative alloca-
tion. The Conservative Age-Based Portfolio, in comparison to the
Age-Based Aggressive and Moderate Portfolios, is intended for
Account Owners with the lowest tolerance for investment risk
and market volatility. For example, the Age-Based Aggressive
Portfolio is invested primarily in equity investment funds when
the Designated Beneficiary is young. By contrast, the Age-Based
Conservative Portfolio is more heavily weighted towards fixed
income funds even when the Designated Beneficiary is young.
For the detailed asset allocation, mix of underlying funds,
and the age ranges for each of the Portfolios, see “Exhibit C -
Investment Portfolios and Underlying Fund Information.” The
current targeted asset allocation of each Age-Based Portfolio is
set forth in the following table,

0 D A BASED OP
S Klpwative Optioh " Moderate Growth Option 7 Conservative Option
CollegeCounts Fund 100 CollegeCounts Fund 80 CollegeCounts Fund 60
70% Domestic Equity 57% Domestic Equity 43% Domestic Equity
0-8 Years 3% Real Estate 2% Real Estate 2% Real Estate
27% International Equity 21% International Equity 15% International Equity
20% Fixed Income 40% Fixed Income
CollegeCounts Fund 80 CollegeCounts Fund 60 CollegeCounts Fund 40
657% Domestic Equity 43% Domestic Equity 30% Domestic Equity
9-12 Years 2% Real Estate 2% Real Estate 1% Real Estate
21% International Equity 15% International Equity 9% International Equity
20% Fixed Income 40% Fixed Income 60% Fixed Income
CollegeCounts Fund 60 CollegeCounts Fund 40 CollegeCounts Fund 20
43% Domestic Equity 30% Domestic Equity 16% Domestic Equity
13--16 Years 2% Real Estate 1% Real Estate 4% International Equity
15% Internaticnal Equity 9% Internationat Equity 70% Fixed Income
40% Fixed Income 60% Fixed Income 10% Money Market
CollegeCounts Fund 40 CollegeCounts Fund 20 ColtegeCounts Fixed income Fund
30% Domestic Equity 16% Domestic Equity 50% Fixed Income
17-20 Years 1% Real Estate 4% International Equity 50% Money Market
9% International Equity 70% Fixed Income
60% Fixed Income 10% Money Market
CollegeCounts Fund 20 CollegeCounts Fixed Income Fund CollegeCounts
16% Domestic Equity 50% Fixed Income 100% Money Market
21 and over 4% International Equity 50% Money Market
70% Fixed Income
10% Money Market
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Target Portfolios

The Target Portfolios are asset allocation portfolios that invest in
a set or "static” mix of equity, real estate, fixed income, or money
market funds. The allocation between equity, real estate, fixed
income, and money market investments within the Target Portfolios
does not change as the Designated Beneficiary gets older.

The six Target Portfolios, ranging from the most aggressive to
conservative, are briefly described below. For a detailed asset
allocation and the composition of the underlying mutual funds,
see “Exhibit C - Investment Portfolios and Underlying Fund
Information.” The current targeted asset allocations or investment
mixes are presented in the following table.

Domestic Real International Fixed Money
Equity Estate Equity Income Market
Fund 100 70% 3% 27%
Fund 80 57% 2% 21% 20%
Fund 60 43% 2% 15% 40%
Fund 40 30% 1% 9% 60%
Fund 20 16% 4% 70% 10%
Fixed Income Fund 50% 50%

Fund 100 sesks maximum capital appreciation by investing
100% of its net assets in domestic equity, international equity
and real estate funds. This strategy may be appropriate for inves-
tors with longer time horizons and who are comfortable with an
increased level of risk in an effort to obtain potentially higher
long-term returns.

Fund 80 seeks a high level of capital appreciation and some
income by investing 80% of its net assets in domestic equity,
international equity and real estate funds, with the remaining
20% in fixed income investments.

Fund 60 seeks moderate capital appreciation and income by
investing 60% of its net assets in domestic equity, international
equity, and real estate funds with the remaining 40% invested
in fixed income investments.

Fund 40 seeks moderate income and capital appreciation by
investing 40% of its net assets in domestic equity, international
equity and real estate funds with the remaining 60% of Hs net
assets in fixed income funds.

Fund 20 seeks income and some capital appreciation by invest-
ing 20% of its net assets in domestic equity, international equity
and real estate funds, with the remaining 80% of its net assets
in fixed income and money market investments.

Fixed Income Fund seeks to preserve your principal investment
with less volatility than an all bond portfolio, while providing
modest current income by investing 50% of its net assets in
money market mutual funds and 50% in fixed income funds.

Attached to this Program Disclosure Statement as "Exhibit C
- Investment Portfolios and Underlying Fund Information” is a
listing of the various mutual funds the Board has approved and
the relative weighting of each underlying fund within the Age-

Based and Target Portfolios. The actual weightings of any of
these Portfolios may vary. The Program Manager will rebalance
the weightings in each Portfolio in the underlying funds on an
ongoing basis.

Individual Fund Portfolios

The Plan also offers 19 Individual Fund Portfolics. Each
Individual Fund Portfolio is invested solely in shares of a single
underlying mutual fund. You may allocate your Contributions
to an Account among one or more Individual Fund Portfolios
according to your investment objective and risk tolerance. Since
the Individual Fund Portfolios invest in & single mutual fund,
their performance is based solely on the performance of the
individual mutual funds in which each of the Individual Fund
Portfolios are invested. Consequently, the performance of each
of the Individual Fund Portfolios may be more volatile than the
Target or Age-Based Portfolios.

Account Owners do not own shares of the underlying mutual
funds directly, but rather own shares in a Portfolio of the Plan.
The underlying mutual funds in which each Individual Fund
Portfolio is invested are set forth in “Exhibit C - Investment
Portfolios and Underlying Fund information." The Individual
Fund Portfolios are designed for Account Owners seeking a more
focused investment strategy.

The Individual Fund Portfolios are briefly described as follows:

Money Market 529 Portfolio

Vanguard Prime Money Market 529 Portfolio - invests solely in
Vanguard Prime Money Market Fund (Instl. Shares}. The fund
seeks to provide current income while maintaining liquidity and
a stable share price of $1. The fund invests primarily in high-
quality, short-term money market instruments, including certifi-
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cates of deposit, banker's acceptances, commercial paper, and
other money market securities.

An investment in the fund is not insured or guaranteed by the
Federal Deposit Insurance Corporation or any other government
agency. Although the fund seeks to preserve the value of your
investment at $1 per share, it is possible to lose money by
investing in the fund.

Fixed Income 529 Portfolios

PIMCO Short-Term 529 Portfolio — invests solely in PIMCO
Short-Term Fund (Instl. Class). The fund seeks maximum cur-
rent income, consistent with preservation of capital and daily
liquidity. The fund is an alternative approach for money market
invastors who seek enhanced returns, capital preservation and
daily liquidity. The fund is an actively managed enhanced cash
strategy that invests in high quaiity money market instruments
and short-term fixed income securities.

Vanguard Intermediate-Term Bond Index 529 Portfolio - invests
solely in Vanguard Intermediate-Term Bond ndex Fund {investor
Shares). The fund seeks to track the performance of a market-
weighted bond index with an intermediate-term, dollar-weighted
average maturity. The fund employs a “passive management”—
or indexing—investment approach designed to track the per-
formance of the Barclays Capital U.S. 5-10 Year Government/
Credit Float Adjusted Index. This index includes all medium and
larger issues of U.S. government, investment-grade corporate,
and investment-grade international dollar-denominated bonds
that have maturities between 5 and 10 years and are publicly
issued.

Vanguard Total Bond Market Index 529 Portfolio - invests solely
in Vanguard Total Bond Market index Fund {Instl. Shares). The
fund seeks to track the performance of & broad, market-weighted
bond index. The fund employs a “passive management"—or
indexing—investment approach designed to track the perfor-
mance of the Barclays Capital U.S. Aggregate Float Adjusted
Index. This index represents a wide spectrum of public,
investment-grade, taxable, fixed income securities in the United
States—including government, corporate, and international dol-
lar-denominated bonds, as well as mortgage-backed and asset-
backed securities—all with maturities of more than 1 year.

PIMCO Total Return 529 Portfolio — invests solely in PIMCO
Total Return Fund {Instl. Class). The fund seeks maximum
total return, consistent with preservation of capital and prudent
investment management. The fund is a diversified portfolio of
high quality bonds that is actively managed to maximize return
in a risk-controlled framewark.

Vanguard Inflation-Protected Securities 529 Portfolio — invests
solely in Vanguard Inflation-Protected Securities Fund (Admiral
Shares). The fund seeks to provide inflation protection and
income consistent with investment in inflation-indexed securi-
ties. The fund invests at least 80% of its assets in inflation-
indexed bonds issued by the U.S. government, its agencies
and instrumentalities, and corporations, The fund may invest
in bonds of any maturity; however, its dollar-weighted aver-
age maturity is expected to be in the range of 7 to 20 years.
At a minimum, all bonds purchased by the fund will be rated
*investment-grade."”

Balanced 529 Portfolio

T. Rowe Price Balanced 529 Portfolio - invests solely in T. Rowe
Price Balanced Fund (Inv. Class). The fund seeks to provide capi-
tal growth, current income, and preservation of capital through a
portfolio of stocks and fixed-income securities. The fund normally
invests approximately 65% of total assets in U.S. and foreign
common stocks and 35% in fixed income securities.

Real Estate 529 Portfolio

Vanguard REIT Index 529 Portfolio - invests solely in Vanguard
REIT Index Fund (Investor Shares). The fund seeks to provide a
high level of income and moderate long-term capital apprecia-
tion by tracking the performance of a benchmark index that mea-
sures the performance of publicly traded equity REITs. The fund
employs a “passive management”—or indexing—investment
approach designed to track the performance cof the MSCI US
REIT Index. The index is composed of stocks of publicly traded
equity real estate investment trusts (known as REITs). The fund
attempts to replicate the index by investing all, or substantially
all, of its assets in the stocks that make up the index, holding
each stock in approximately the same proportion as its weighting
in the index.

Domestic (U.S.) Equity 529 Portfolios

Vanguard Value Index 529 Portfolio - invests solely in
Vanguard Value Index Fund (Investor Class). The fund seeks
to track the performance of a benchmark index that measures
the investment return of large-capitalization value stocks.
The fund employs a “passive management”—or indexing—
investment approach designed to track the perfaormance of
the MSCI® US Prime Market Value Index, a broadly diversi-
fied index predominantly made up of value stocks of large
U.S. companies. The fund attempts to replicate the target
index by investing all, or substantially all, of its assets in the
stocks that make up the index, holding each stock in approxi-
mately the same proportion as its weighting in the index.

Vanguard 500 Index 529 Portfolio - invests soiely in Vanguard
500 Index Fund (Signal Shares). The fund seeks to track the
performance of a benchmark index that measures the invest-
ment return of large-capitalization stocks. The fund employs
a “passive management”—or indexing—investment approach
designed to track the performance of the Standard & Poor's
500 Index, a widely recognized benchmark of U.S. stock mar-
ket performance that is dominated by the stocks of large U.S.
companies, The fund attempts to replicate the target index by
investing all, or substantially alt, of its assets in the stocks
that make up the index, holding each steck in approximately
the same proportion as its weighting in the index.

Vanguard Total Stock Market Index 529 Porifolio ~ invests
solely in Vanguard Total Stock Market Index Fund (instl.
Shares). The fund seeks to track the performance of a bench-
mark index that measures the investment return of the overall
stock market. The fund employs a “passive management” —or
indexing—investment approach designed to track the petfor-
mance of the MSCI US Broad Market Index, which represents
99.5% or more of the total market capitalization of all the
U.S. common stocks regularly traded on the New York Stock
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Exchange and the Nasdaq over-the-counter market. The fund
typically holds 1,200-1,300 of the stocks in its target index
{covering nearly 95% of the index’s total market capitaliza-
tion) and a representative sample of the remaining stocks.
The fund holds a broadiy diversified collection of securities
that, in the aggregate, approximates the full index in terms
of key characteristics. These key characteristics include
industry weightings and market capitalization, as well as
certain financial measures, such as price/earnings ratio and
dividend yield. '

Vanguard Growth Index 529 Portfolio - invests solely in
Vanguard Growth Index Fund (Investor Shares). The fund
seeks to track the performance of a benchmark index that
measures the investment return of large-capitalization growth
stocks. The fund employs a “passive management"—or index-
ing—investment approach designed to track the performance
of the MSCI US Prime Market Growth Index, a broadly diversi-
fied index predominantly made up of growth stocks of large
U.S. companies. The fund attempts to replicate the target
index by investing all, or substantially all, of its assets in the
stocks that make up the index, halding each stock in approxi-
mately the same proportion as its weighting in the index.

Vanguard Mid-Cap Index 529 Portfolio - invests solely in
Vanguard Mid-Cap Index Fund (Investor Shares). The fund
seeks to track the performance of a benchmark index that
measures the investment return of mid-capitalization stocks.
The fund employs a “passive management”—or indexing—
investment approach designed to track the performance of
the MSC! US Mid Cap 450 Index, a broadly diversified index
of stocks of medium-size U.S. companies. The fund attempts
to replicate the target index by investing all, or substantially
all, of its assets in the stocks that make up the index, hold-
ing each stock in approximately the same proportion as its
weighting in the index.

Vanguard Extended Market Index 529 Portfolio ~ invests
solely in Vanguard Extended Market Index Fund (Investor
Shares). The fund seeks to track the performance of a
benchmark index that measures the investment return of
small- and mid-capitalization stocks. The fund employs a
“passive management”"—or indexing—investment approach
designed to track the performance of the Standard & Poor's
Completion Index, a broadly diversified index of stocks of
small and medium-size U.S. companies. The S&P Completion
Index contains all of the U.S. common stocks regularly traded
on the New York Stock Exchange and the Nasdaq over-the-
counter market, except those stocks [ncluded in the S&P
500 Index. The fund invests all, or substantiaily all, of its
assets in stocks of its target index, with nearly 80% of its
assets invested in approximately 1,200 of the stocks in its
target index (covering nearly 85% of the index's total market
capitalization), and the rest of its assets in a representative
sample of the remaining stocks. The fund holds a broadly
diversified collection of securities that, in the aggregate,
approximates the full index in terms of key characteristics.
These key characteristics include industry weightings and
market capitalization, as well as certain financial measures,
such as price/earnings ratio and dividend yield.

Fidelity Advisor Mid Cap Il 529 Portfolio - invests solely in
Fidelity Advisor Mid Cap il Fund (Instl. Class). The fund seeks
long-term growth of capital. The fund normally invests primar-
ily in Eommon stocks with at least 80% of assets in securities
of companies with medium market capitatizations (which, for
purposes of this fund, are those companies with market capital-
izations similar to companies in the Russell Midcap Index or the
Standard & Poor's Mid-Cap 400 index). The fund potentially will
invest in companies with smaller or larger market capitalizations.
The fund may invest in eithier growth stocks or value stocks or
both.

Vanguard Small-Cap Value Index 529 Portfolio — invests solely
in Vanguard Smail-Cap Value Index Fund (Investor Shares). The
fund seeks to track the performance of a benchmark index that
measures the investment return of small-capitalization value
stocks. The fund employs a “passive management”"—or index-
ing—investment approach designed to track the performance of
the MSCI US Small Cap Value Index, a broadly diversified index
of value stocks of smaller U.S. comipahies. The fiind attempts
to replicate the target index by investing all, or substantially all,
of its assets in the stocks that make up the index, holding each
stock in approximately the same proportion as Its weighting in
the index. '

Vanguard Small-Cap Index 528 Portfolio — invests solely in
Vanguard Small-Cap Index Fund (Investor Shares). The fund
seeks to track the performance of a benchmark index that mea-
sures the investment return of small-capitalization stocks. The
fund employs a “passive management”—or indexing—invest-
ment approach designed to track the performance of the MSCI
US Small Cap 1750 Index, a broadly diversified index of stocks
of smaller U.S. companigs. The fund attempts %o replicate the
target index by investing all, or substantially all, of its assets in
the stocks that make up the index, holding each stock in approxi-
mately the same proportion as its weighting in the index,

Vanguard Small-Cap Growth Index 529 Portfolio - invests solely
in Vanguard Small-Cap Growth Index Fund {investor Shares).
The fund seeks to track the performance of a benchmark index
that measures the investment return of small-capitalization
growth stocks. The fund employs a “passive management”—or
indexing—investment approach designed to track the perfor-
mance of the MSC! US Small Cap Growth Index, a broadly
diversified index of growth stocks of smaller U.S. companies.
The fund attempts to replicate the target index by investing ali,
or substantially all, of its assets in the stocks that make up the
index, holding each stock in approximately the same proportion
as its weighting in the index.

International Equity 529 Portfolio

Vanguard Total International Stock Index 529 Portfolio -
invests solely in Vanguard Total International Stock !ndex Fund
{Investor Shares). The fund seeks to track the performance of a
benchmark index that measures the investment return of stocks
issued by companies located in Europe, the Pacific region,
and emerging markets countries. The fund employs a “passive
management”—or indexing—investment approach designed to
track the performance of the MSCI EAFE + Emerging Markets
Index, an index designed to measure the performance of stocks
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of companies located in Europe, the Pacific region, and emerg-
ing markets countries. The index includes approximately 1,700
stocks of companies located in 43 countries. As of October 31,
2009, the largest markets covered in the index were the United
Kingdom, Japan, France, Australia, Germany, and Switzerland
(which made up approximately 16%, 16%, 8%, 6%, 6%, and
6%, respectively, of the index's market capitalization). The
fund invests substantially all of its assets in the common stocks
included in its target index, while employing a form a sampling
to reduce risk.

For additional information on the individual mutual funds under-
lying the Individual Fund Portfolios, see “Exhibit C - Investment
Portfolios and Underlying Fund {nformation.”

The descriptions above are taken from the most recent prospec-
tuses {dated prior to July 1, 2010} of the relevant funds and are
intended to provide general information regarding the mutual
funds' respective investment objectives. You should consuit each
mutual fund's prospectus for more complete information. You
can obtain the prospectus for any of the funds from the Plan's
website at CollegeCounts528.com.

It is important to remember that none of the Plan, the
State of Alabama or its officlals/employees, the Board, the
Treasurer, nor the Program Manager ot any of its affiliates
can guarantee a minimum rate of return, Furthermore,
funds deposited in an Account are not guaranteed of
insured by the State of Alabama, the Board, the Treasurer,
the Program Manager or its affiliates, the FDIC, or any other
party. See “Risk Factors.”

Can | Change My Investment Election?

The Account Owner may change the Portfolio or Portfolios in
which his or her Account is invested once per calendar year,
or upon a change of the Designated Beneficiary, If an Account
Owner has multiple Accounts in the Plan for the same Designated
Beneficiary, or multiple Accounts in the Plan, the CollegeCounts
529 Fund Advisor Plan and the PACT Program, the Account
Owner may change the Portfolios in all such accounts without
tax consequences, so long as the changes to all of the Accounts
are made at the same time.

A transfer from the CollegeCounts 529 Fund Advisor Plan or the
PACT Program to the CollegeCounts 529 Fund {or vice versa) for
the same Designated Beneficiary, is treated as an investment
change. Investment changes are permissible only once per cal-
endar year or upon a change of Designated Beneficiary.

A transfer from the CollegeCounts 529 Fund Advisor Plan to
the ColtegeCounts 529 Fund (or vice versa), with a change of
the Designated Beneficiary to a Member of the Family of the
Designated Beneficiary, is not treated as an investment change.

Account Qwners should periodically assess, and if appropriate,
adjust their investment choices with their time horizon, risk
tolerance and investment objectives in mind. To change the
Portfolio or Portfolios in which your Account is invested, you may
log on to your account at ColiegeCounts529.com to complete an

investment change online. You may also download the Change of
Investment Option Form and complete and submit the form as
directed, or call the Plan at (866) 529 - 2228 for instructions.

The Program Manager employs procedures it considers to be rea-
sonable to confirm that instructions communicated by telephone
or Internet are genuine, including requiring certain personal
identifying information prior to acting upen telephone or Internet -
instructions. None of the Program Manager, the Plan, nor the
Board will be liable for following telephone or Internet instruc-
tions that are reasonably believed to be genuine.

Can | Change the Investment of my Current Balance and Future
Contributions?

You can make an investment change once per calendar year or
upon a change of Deslgnated Beneficiary. You may change the
investment of current or future contributions by logging into
your Account at CollegeCounts529.com. If you complete a paper
Change of Investment Option Form your current balance and all
future contributions will be invested as directed on the form.

How s the Value of My Account Calculated?

The assets in your Account represent a portion of each Portfolio
you have selected, expressed as a number of units. The net asset
value {"NAV") of each unit of a Portfolio is based on the under-
lying funds in which a Portfolio invests, and is calculated by
multiplying the net asset value per share of the underlying fund
shares held in that Portfolio by the number of underiying fund
shares held in that Portfolio, adding any receivables attributable
to that Portfolio, subtracting any liabilities {including accrued
fees and expenses) attributable to that Portfolio, dividing by the
numbert of outstanding units for that Portfolio, and roundlng to
the nearest cent.

The NAV for each Portfolio offered by the Program is calcufated
each business day the New York Stock Exchange is open after
the value of each underlying fund is determined. Updated NAVs
are available each day on the Plan's website. The value of your
Account will increase or decrease depending on the aggregate
value of the underlying funds. The value of each underlying
mutual fund is determined in accordance with procedures
describad in its current prospectus.

PERFORMANCE

How Have the Portfolios Performed?

On July 30, 2010, the Higher Education 529 Fund, which
was managed by Yan Kampen Asset Mahagement, Inc. and its
affiliates, transitioned into the CollegeCounts 529 Fund. The
inception date for the Partfolios the Plan offers is planned for
August 2, 2010. As a result, the Portfolios the Plan offers are
new and there is ne historical performance information available
for the Plan’s Portfolios. The following tables show the past per-
formance of the underlying investment funds the Plan Portfolios
utilize. The performance figures shown below do not reflect the
Plan's expenses and do not take into account the weighting
of the underlying investment funds within the Age-Based and
Target Portfolics. Due to the expenses of the Ptan, the perfor-
mance af the Portfolios will be fower than the performance of the
underlying investment funds shown below.
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All of the performance data shown for the underlying funds
represents past performance, which is not a guarantee of future
results. Investment returns and principal value will fluctuate
so that your Account may be worth less than the sum of your
Contributions. For actual performance data of the Investment
Portfolios current to the most recent month-end, visit the Plan's
website at CotlegeCounts529.com, or call {866) 529 - 2228.

Account Owners do not own shares of the underlying mutual
funds directly, but rather own shares in a Portfolio of the
Program. As a result, the performance of the Portfolios will differ
from the performance of the underlying mutual funds, even in
circumstances where a Portfolio invests in an individual mutual
fund. This is due in part to the differences in the expense ratios
of the underlying funds and the Portfolios.

Performance differences between a Portfolio and its underlying

UNDERLYING FUND PERFORMANCE
As of June 30, 2010

mutual funds may also result from differences in the timing of
purchases. On days when Contributions are made 6 an Account,
shares will be purchased in the underlying mutuat fund(s} the
next business day. This timing difference, depending on how the
markets are moving, will cause the Portfolio’s performance to
gither trail or exceed the underlying mutual fund’s performance.

Vanguard Prime Money Market Fund (instl.) VMRXX | 0.08% 0.24% 2.09% 3.17% 2.92% | 10/3/1989
PIMCO Short-Term Fund (Instl.} PTSHX | 0.88% 3.71% 3.74% 3.86% 3.73% 10/7/1987
Vanguard Intermediate-Term Bond Index Fund (Inv) VBIIX 7.62% 13.38% 8.90% 5.95% 7.24% 3/1/19%4

Vanguard Total Bond Market Index Fund (Instl.) VBTIX | 5.41% 9.45% ”7.69% - 5.62% 6.33% | 9/18/1995
PIMCO Total Return Fund (Instl.) PTTRX 5.80% 13.31% 11.12% 7.44% 7.83% 5/11/1987
Vanguard Inflation-Protected Securities Fund (Admiral) | VAIPX | 4.36% 9.64% 7.32% 4.82% 4.93%* | 6/10/2005
T. Rowe Price Balanced Fund RPBAX | -3.70% 12.74% -3.58% 2.46% 3.03% | 12/29/1939
Vanguard REIT Index Fund {Inv} VGSIX 5.61% 54.95% -8.41% 0.47% 9.63%* | 5/13/1996
Vanguard Value Index Fund {Inv) VIVAX | -5.45% 15.89% | -12.09% | -1.32% 1.09% 11/2/1992
Vanguard 500 Index Fund (Signal) VIFSX | -6.66% | 14.45% | -9.76% nfa -4.60%* | 9/29/2006
Vanguard Total Stock Market Index Fund (Instl.) VITSX | -5.94% | 16.00% | -9.14% | -0.15% | -0.70% | 7/7/1997

Vanguard Growth Index Fund (Inv) VIGRX | -7.90% | 13.40% | -6.88% 0.27% -3.79% | 11/2/1992
Vanguard Mid-Cap Index Fund (Inv} VIMSX | -2.13% | 26.70% | -8.60% 1.05% 496% | 5/21/1998
Vanguard Extended Market Index Fund (Inv) VEXMX | -1.77% 23.67% -7.66% 1.29% 1.52% | 12/21/1987
Fidelity Advisor Mid Cap I Fund {Insth) FIIMX | 0.39% 21.65% -4.56% 4.69% 8.45%* | 8/12/2004
Vanguard Small-Cap Value Index Fund (Inv} VISVX | -1.03% | 27.26% | -B.12% 0.25% 7.04% | 5/21/1998
Vanguard Small-Cap Index Fund (Inv) NAESX | -1.37% | 25.06% -7.36% 1.34% 3.85% 10/3/1960
Vanguard Small-Cap Growth tndex Fund (Inv} VISGX | -1.72% | 22.77% -6.84% 2.20% 3.71% 5/21/1998
Vanguard Total International Stock Index Fund (Inv) VGTSX | -1201% | 8.63% | -11.46% | 2.77% 1.42% | 4/29/1996
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PLAN FEES AND EXPENSES

What Does the Plan Cost?

An annual account fee of $12 will be deducted from your Account
in November of each year. If you close your Account during the
year, you will be charged a pro rated Account fee. The annual
account fee is waived if either the Account Owner or the Designated
Beneficiary is an Alabama resident.

A program management fee is accrued by each Portfolio under the
Plan on a daily basis. The pregram management fee is not reflected
as a direct charge against your Account on your account statements,
but rather is reftected as an expense in the daily NAV calculation
for each Portfollo, as discussed in “How is the Value of my Account
Calculated” above. The program management fee is an annual rate
of 0.25% of the average daily net assets of each Portfolio. Under
certain circumstances, the Program Manager, in its sole discretion,
may waive a portion of its program management fee with respect to
a Portfolio. Any such waiver would be voluntary and may be discon-
tinued at any time.

Each Portfolio will also indirectly bear its pro rata share of the
‘fees and expenses of the underlying mutual funds, Aithough these
éxpenses and fees are not charged to Program Accounts, they will
reduce the investment returns realized by each Portfolio.

Asset-Based Fees:

Program Management Fee...........oovieniinnivininininneinens 0.25%
State Administrative Fee...........cooiivieiriii e e none
Additional Fees
Annual ACCOUNt FBB....c.oviicirvi e crerr b snr s $12
Annual Account Fee (Atabama Account Owner or Designated Beneficiary). ... NOAE
Cancellation FEe.......iiiiiiir i et srab e none
Change in Beneficiarny........ccccccviniiiiiinn e none
Investment Option Change ........cccov i et none

*Deducted from Portiolic assets.

The Program Manager may receive and retain from the underly-
ing mutual funds an amount up to 0.15% of Program assets
invested in such underlying mutual funds for certain administra-
tion or other shareholder setvices associated with maintaining an
investment in such underlying mutual funds. These amounts are
paid directly to the Program Manager by the mutual funds and
do not affect the value of your Account.

Fee and Expense Table

The following tables set forth the Plan’s estimate of the fees and
expenses applicable to the Age-Based, Target and Individual
Fund Portfolios. The actual expenses of each Partfolio may be
different. The “Total Annual Asset-Based Fees” estimated below
inciude the program management fee and the underlying mutual
fund expense ratios.

The following notes relate tc the information contained in the
table on the following page outlining the fees and expenses of
the Plan.

IFor registered mutual funds, in the absence of a change that
would materially affect the information, based on the most
recent fiscal year reported upon in the applicable fund’s most
recent prospectus dated prior to July 1, 2010, and for Portfolios
invested in multiple registered mutual funds, based on a weight-
ed average of each fund’s total annual operating expenses, in
accordance with the Portfolio's asset allocation as of the date of
this Program Disclosure Statement.

2An annual account fee of $12 will be deducted from your
Account in November of each year. The annual account fee is
waived if either the Account Owner or the Designated Beneficiary
is an Alabama resident, If you close your Account during the
year, you will be charged a pro rated Account fee. The Program
Manager will remit any annual Account fees collected to the
State for purposes of the Plan.
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Fees & Expense Table

Annual Asset-Based Fees
Total - Account Fee
Estimated Program
Underlying Fund | Management State Fes? Moo bnieg | Malved for

Fees

Expenses®

0.14%

Fund 100

Fund 80 0.12% $12
Fund 60 0.11%

Fund 40 0.10% $12
Fund 20 0.09% $12

Fixed income Fund 0.09%

[

Aggressive Portfolio

Ages 0-8
Ages 9-12 0.12%
Ages 13-16 0.11%
Ages 17-20 0.10%
Ages 21+ 0.09% $12
Moderate Portfotio
Ages 0-B 0.12% $12
Ages 9-12 0.11% $12
Ages 13-16 0.10%
Ages 17-20 0.09%
Ages 21+ 0.09%
Conservative Portfolic
Ages 0-8 0.11%
Ages 9-12 0.10%
Ages 13-16 0.09% None 0.34%. $12
Ages 17-20 0.09%

Ages 21+

3

Vanguard Prime Money Market 529 Portfolio 0.10%

. 35%. $12
PIMCC Short-Term 529 Partfolio 0.50% 0.26% | Nornie 0.75%:- $12
Vanguard Intermediate-Term Bond Index 529 Portiolio 0.22% 0:25% - None 0.47% $12
Vanguard Total Bond Market Index 529 Portfolio 0.07% 0,28% Nane 0.32% $12
PIMCO Total Return 529 Portfofio 0.64% 0.26% None 0.89% $12
Vanguard Inflation-Protected Securities 529 Portfolio . 0.12% 0.25% } None 0.37% $12
T. Rowe Price Balanced 529 Portfolio 0.71% 0.25% None 0.96% $12
Vanguard REIT Index 529 Portfolio 0.26% 0.25% - None 0.51% $12
Vanguard Value Index 529 Portfolio 0.26% 0.25% - None 0.51% $12
Vanguard 500 Index 529 Portfolio 0.07% 0.25% None 0.32% $12
Vanguard Total Stock Market Index 529 Portfolio 0.06% 0.25% None 0.31% $12
Vanguard Growth Index 529 Portfolio 0.28% 0.25% None 0.53% $12
Vanguard Mid-Cap Index 529 Portfolio 0.27% 0.25% None 0.52%. $12
Vanguard Extended Market Index 529 Portfolio 0.30% 0.25% Nene 0.55% $12
Fidelity Advisor Mid Cap 1l 529 Pertfolio : 0.95% 0.25% None 1,.20% $12
Vanguard Small-Cap Value Index 529 Portfolio 0.28% 0.25% ‘ None 0.53% $12
Vanguard Small-Cap Index 529 Portfolio 0.28% 0.26% Nonhe 0.53% $12
Vanguard Small-Cap Growth Index 529 Portfolio 0.28% 0.25% None 0.53% $12
Vanguard Total International Stock Index 529 Portfolio 0.32% 0.25% None 0.57% $12
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HYPOTHETICAL EXPENSE EXAMPLE

The following table compares the approximate cost of investing
in the Plan over different pericds of time. Your actual costs may
be higher or lower. The hypothetical chart assumes an initial
$10,000 investment in a Plan Portfolio and a 5% annual rate
of return, compounded annually. All expense ratios and asset
allocations are assumed to remain the same for the duration of
the periods.

The chart assumes that all withdrawals are made for Higher
Education Costs and, therefore, does not refelect the impact of

HYPOTHETICAL EXPENSE EXAMPLE

One Year

potential federal, state, or local taxes. This hypothetical does not
reflact actual expenses or performance from the past or future,
Actual expenses may be higher or lower than those shown.

The $12 annual account fee is waived if either the Account
Owner or Designated Beneficiary is an Alabama resident.
Non-Alabama residents need to add an additional $12 to the
One Year number; $36 to the Three Year number; $60 to the
Five Year number; and, $120 to the Ten Year number in the
Hypothetical Expense Table.

Three Years Five Years Ten Years

Fund 100
Fund 80 $38
Fund 60 $37
Fund 40 $36
fund 20 $35
Fixed Income Fund
Aggressive Portfolio : , i
Ages 0-8 $40 $126 - $219 Csaga
Ages 9-12 $38 $119 $208 489
Ages 13-16 $37 $116 $202 $456
Ages 17-20 $36 $113 $197 $444
Ages 21+ $35 $109 $191 $431
Moderate Portfolio
Ages 0-8 $38 $119 $208 $469
Ages 9-12 $37 $116 $202 $45_6
Ages 13-16 $36 $113 $197 $444
Ages 17-20 $35 , $109 $191 $431
Ages 21+ $35 $109 $191 $431
Conservative Portfolio
Ages 0-8 $37 $116 $202 $456
Ages 9-12 $36 $113 $197 %444
Ages 13-16 $35 $109 $191 $431
Ages 17-20 $35 $109 $191 $431
Ages 21+ $36 $113 $197 $444
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YPOTHETICAL EXPENSE EXAMPLE

Vanguard Prime Money Market 529 Portfolio

One Year

Three Years

fFrve Years

Ten Years

PIMCO Short-Term 529 Portfolio $77
Vanguard Intermediate-Term Bond Index 529 Portfolio $48
Vanguard Total Bond Market Index 529 Pertfolio $33
PIMCO Total Return 529 Portfolio $91
Vanguard Inflation-Protected Securities 529 Partfolio $38
T. Rowe Price Balanced 529 Portfolio $98
Vanguard REIT Index 529 Pertfolio $52
Vanguard Value index 529 Portfolio $52
Vanguard 500 Index 529 Portfolio $33
Vanguard Total Stock Market Index 529 Portfo|io- $32
Vanguard Growth Index 529 Portfolio $54
Vanguard Mid-Cap Index 529 Portfolic $53
Vanguard Extended Market Index 529 Portfolio $56
Fidelity Advisor Mid Cap |l 529 Portfolio $123
Vanguard Smali-Cap Value Index 529 Portfolio $54
Vanguard Small-Cap Index 529 Portfolio $54
Vanguard Small-Cap Growth Index 529 Portfolio $54
Vanguard Total International Stock Index 529 Portfolio $58
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FEDERAL AND STATE TAX CONSIDERATIONS

What Are the Federal Income Tax Advantages of the Plan?
There are two main federal income tax advantages to investing
in the Plan:

» |nvestment earnings on the money you invest in the Plan
will not be subject to federal income tax until they are
distributed; and

» |f the investment earnings are distributed as part of a
Qualified Withdrawal, they are free from federal income
tax,

There are also potential federal income tax disadvantages to
an investment in the Plan when withdrawals are not used for
Higher Education Costs. To the extent that a distribution from
an Account is a Nonqualified Withdrawal, the portion of the
Nonqualified Withdrawal attributable to investment earnings
wilt be ordinary income to the recipient; no part of such earn-
ings portion will be treated as capital gain. Under current law,
the tax rates on ordinary income are generally greater than the
tax rates on capital gain. Additionally, to the extent that a dis-
tribution is a Nonqualified Withdrawal, the federal income tax
liability of the recipient will be increased by an amount equal
to 10% of any earnings portion of the distribution. However,
this 10% federal penalty tax will not apply if the Nonqualified
Withdrawal is paid to a Designated Beneficiary {or the estate
of a Designated Beneficiary) on or after the death of the
Designated Beneficiary, is made oh account of the disability of
the Designated Beneficiary, or to the extent of the amount of
certain scholarships or other allowances or payments received
by the Designated Beneficiary. A Qualified Rollover Distribution
is not subject to federal income tax or the 10% federal penalty
tax. For a more detailed description of federal tax aspects of the
Plan, see “Exhibit B - Tax Information.”

Are Contributions to the Program Tax Deductible?

Federal law does not allow a tax deduction for Contributions to
the Program. However, Contributions may be deductible up to
certain limits for Alabama state income tax purposes.

What Are the State of Alabama Income Tax Advantages of the
Program?

The Alabama state Income tax advantages of investing in the Plan
are similar to the federal income tax advantages. The investment
earnings on the money invested in the Plan will not be subject to
Alabama income tax untl! they are distributed, and if the invest-
ment earnings are distributed as part of a Qualified Withdrawal,
such earnings are free from Alabama state income tax. In addi-
tion, for Alabama state income tax purposes, a deduction is
allowed up to $5,000 per taxpayer per year for contributions
made after December 31, 2007. This deduction is increased up
to $10,000 for married taxpayers filing a joint return where both
taxpayers make such contributions.

However, there are Alabama state income tax disadvantages to
an investment in the Plan when withdrawals are not used to
pay for Higher Education Costs then a Nongualified Withdrawal
occurs. To the extent that a distribution from an Account is a
MNonqualified Withdrawal, the amount of the withdrawal, plus
10% of the amount withdrawn, is added back to the income of
the contributing taxpayer in the year the Nonqualified Withdrawal
is distributed.

Before investing in the CollegeCounts 529 Fund you should con-
sider carefully the following:

1. Depending on the laws of your home state or that of your
Designated Beneficiary, favorable state tax treatment or
other benefits offered by such home state for investing
in 529 college savings plans may be available only if you
invest in such home state's 529 college savings plan;

2. Any state-based benefit offered with respect to a particu-
lar 529 college savings plan should be one of many ap-
propriately weighted factors to be considered in making
an investment decislon; and

3. You should consult with your financial, tax or other advi-
sor tg learn more about how state-based benefits (includ-
ing any limitations) would apply to your specific circum-
stances. You may also wish to contact your home state or
any other 529 college savings plan to learn more about
the features, benefits and limitations of that state's 529
college savings plan.

How |s the Earnings Portion of My Account Calculated for Tax
Purposes?

For any year there is a withdrawal from your Account, the Program
Manager will provide you a Form 1099-Q., This form sets forth
the total amount of the withdrawal and identifies the earnings
portion and the contribution portion of any such withdrawal. All
Accounts for the benefit of a single Designated Beneficiary and
having the same Account Owner, including any accounts in the
CollegeCounts 529 Fund Advisor Plan and the PACT Program,
must be treated as a single account for purposes of calculating
the earnings portion of each withdrawal. Thus, if more than one
Account is established for a Designated Beneficiary that has the
same Account Owner and a Nongualified Withdrawal is made
from one or more accounts, the amount includible in taxable
income must be calculated based on the earnings portion of all
accounts. Thus, the amount withdrawn from an Account may
carry with it & greater or lesser amount of income than the earn-
ings partion of that Account alene, depending on the earnings
portion of other accounts for that Designated Beneficiary. In the
case of a Nanqualified Withdrawal or other taxable distribution,
this aggregation rule may result in an Account Qwner being taxed
upon more or less income than that directly attributable to the
earnings portion of the Account from which the withdrawal was
made. See "Exhibit 8 - Tax information.”

What Are the Federal Gift and Estate Tax Considerations of the
Plan?

For federal gift tax purposes, Contributions to an Account are con-
sidered a gift from the contributor to the Designated Beneficiary.
If an Account Owner dies while there is a balance in the Account,
the value of the Account is generally not includible in the Account
Owner's estate for federal estate tax purposes. However, amounts
in an Account at the death of the Designated Beneficiary are
includible in the Designated Beneficiary's gross estate. An
Account Owner's contributions to an Account are eligible for
the annual gift tax exclusion. Currently, the annual exclusion is
$13,000 per donee ($26,000 for a married couple). This means
that currently you may contribute up to $13,000 to an Account,
without the Contribution being considered a taxable gift if you
make no other gifts to the Designated Beneficiary in the same
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year. In addition, if your total Contributions to an Account during
a year exceed the annual exclusion for that year, you may elect to
have the amount you contributéd that year treated as though you
made one-fifth of the Contribution that year, and one-fifth of the
Cohtribution in each of the next four ¢alendar years. You must
make this election on your Federal Gift Tax Return Form 709.

This means that you may contribute up to $65,000 to an
Account currently without the Contribution being ceonsidered
a taxable gift, provided that you make no other gifts to the
Designated Beneficiary in the same year ar in any of the suc-
ceeding four calendar years. Moreover, a married contributor
whose spouse elects on a Federal Gift Tax Return to have gifts
treated as “split” with the contributor may contribute up to twice
that amount ($130,000 currently) without the Contribution
being considered a taxable gift, provided that neither spouse
makes other gifts to the Desiggnated Beneficiary in the same year
of in any of the succeeding four calendar years. If the Account
Owner dies before the end of the five year period, the portion of
the Contributions allocable to years after the year of death will be
includible in the Account Owner's gross estate for federal estate
tax purposes. The annual exclusion is indexed for infiation and
therefore is expectad to increase over time. See "Exhibit B - Tax
{nformation.”

Can | Contribute to, or Withdraw from, the Plan and a Coverdell
Education Savings Account?

An individuat may contribute td, or withdraw money from, both a
529 qualified tuition program account and a Coverdell Education
Savings Account in the same year. However, if the total withdraw-
als from both accounts exceed the amount of Higher Education
Costs that qualify for tax-free treatment under Section 529 of
the Code, the recipient must allocate his or her Higher Education
Costs between both such withdrawals in order to determine how
much may be treated as tax-free under each program.

DISTRIBUTIONS FROM AN ACCOUNT

How Do | Request a Distribution From an Accouht?

Ali distribution requests must be made in writing, by telephone,
of through the website. An Account Owner may establish tele-
phone and internet transaction privileges for an Account through
the Plan's web site (CollegeCountsb29.com) or by calling
(866) 529 - 2228.

The Program Manager employs pracedures it considers to be
reasonable to confirm that instructions communicated by tele-
phone or internet are genuine, including requiring certain per-
sonal identifying information prior to acting upon telephone or
internet instructions. None of the Program Manager, the Board,
or the Treasurer will be liable for following telephone or internet
instructions that are reasonably believed to be genuine,

The Program Managér witl review each withdrawal request to
determine that all information needed to process such request
has been received. Withdrawal requests will be satisfied as soon
as practicable following the Program Manager's receipt and
review of a properly completed Withdrawal Request. The Plan
typically wilt process the withdrawal and initiate payment of a
distribution within three business days. During periods of market

volatility and at year-end, withdrawal requests may take up to
five business days to process.

it you have made a contribution by check or via an EFY or AIP,
you will not be able to withdraw funds in your Account until your
check has cleared or your EFT or AIP has been deducted from
your bank account, and the Program has collected funds.

Although the Program Manager will report the earnings portion"of
a withdrawal, it is solely the responsibility of the person receiving
the withdrawal to calculate and report any resulting tax liability.

What Constititds a Qualified Withdrawal?

Qualified Withdrawals from your Account are free from fed-
eral and Alabama state income tax. A Qualified Withdrawal is
a withdrawal that is used to pay the Higher Education Costs of
the Designated Beneficiary. Qualified Higher Education Costs
include: '

» Tuition, fees, books, supplies and equipment required
for the enroliment or attendance of a Designated Benefi-
ciary at an eligible educational institution;

+ Computers, computer equipment and Internet access
and related services that the Designated Beneficiary or
the Designated Beneficiary’s family use during the time
the Designated Beneficiary is enrolled if paid or incurred
in 2009 or 2010;

¢ Certain room and board expenses incurred while enrolled
in a degree or certificate program on at least a half-time
basis. A student will generally be considered to be enrolled
at teast half-time if the student is enrolled for at teast half
the full-time academic workload for the course of study
the student is pursuing as determined under the stan-
dards of the institution where the student is enrolied;

* Room and board expenses are included as qualified
higher education expenses for those students enrolled
at least half-time, provided that such expenses do not
exceed the greater of (1) the amount included by the In-
stitution of Higher Education in its “cost of attendance,”
as defined under federal law, or {2) the actuai invoiced
amount the student is charged for residing in housing
owned or operated by the Institution of Higher Educa-
tion; and

» Expenses for special needs services in the case of a spe-
cial needs Designated Beneficiary which are incurred in
connection with such Designated Beneficiary's enroliment
or attendance at an Institution of Higher Education,

A Qualified Withdrawal may be distributed as follows:
1. To the Account Qwner;

2. To the Account Owner's bank account;

3. To the Designated Beneficiary;

4. Directly to the Institution of Higher Education; or

5. Payable to both the Institution of Higher Education and
the Designated Beneficiary.

Should | Document Higher Education Costs?
You should retain documentation of ail of the Designated
Beneficiary’s Higher Education Costs for your records since
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money in your Account may be withdrawn free from federal and
Alabama state income tax only if it is used to pay the Designated
Beneficiary's Higher Education Costs. The Account Owner or
Designated Beneficiary is responsible for determining whether
a distribution from an Account is a Qualified or Nonqualified
Withdrawal and for paying any applicable taxes or penalties.

When Must Withdrawals Begin?

There is no Designated Beneficiary age or other deadline by which
distributions from your Account must begin. It is important to
match payment of expenses and the corresponding withdrawal in
the same calendar year for tax purposes. If after a period of sixty
(60) years from the effective date of the Account Agreement, the
Account has not been closed, the Account Agreement has not
been terminated, and the Account has been dormant for three
years, the Board, after making a reasonable effort to contact the
Account Owner and the Designated Beneficiary, will close thé
Account and presume the Account monies, if any, unclaimed
and abandoned property. The monies are available 1o be claimed
by visiting moneyquestalabama.com The Account Owner may
request that the Account remain in effect beyond the sixty (60)
year period by filing a written request with the Board.

Can | Make Withdrawals for Other Purposes?

You may withdraw money from your Account at any time. However,
to the extent that the withdrawal is a Nonqualified Withdrawal,
any earnings portion of such Nonqualified Withdrawal will be
includible in your income for federal income tax purpeses, and
will generally also be subject to a 10% federal penalty tax.
Certain exceptions to the imposition of the penaity tax apply. See
“Exhibit B - Tax Information.”

The Account Owner or Designated Beneficiary is respeonsible
for determining whether a distribution from an Account is a
Qualified or Nonqualified Withdrawal and for paying any appli-
cable taxes or penalties.

What Are the Exceptions to the Federal Penalty Tax?

The additional 10% federal penalty tax does not apply to all
Nonqualified Withdrawals. Generally, Nonqualified Withdrawals
are not subject to the 10% federal penalty tax if they are:

1. Paid to a Designated Beneficiary (or to the estate of the
Designated Beneficiary) on or after the death of the Des-
ignated Beneficiary,

2. Made because the Designated Beneficiary is disabled. A
person is considered to be disabled if he or she shows
proof that he or she cannot do any substantial gainful ac-
tivity because of his or her physical or mental condition.
A physician must determine that his or her condition can
be expected to result in death or to be of long-continued
anhd indefinite duration.

3. Included in income because the Designated Beneficiary
received a tax-free scholarship or fellowship; Veteran's
educational assistance; employer-provided educational
assistance; or any other nontaxable payments (other
than gifts or inheritances) received as educational as-
sistance.

4. Made on account of the attendance of the Designated
Beneficiary at a U.S. military academy (such as the

USNA at Annapolis). This exception applies only to the
extent that the amount of the distribution does not ex-
ceed the costs of advanced education (as defined in
Section 2005(d)(3) of Title 10 of the U.S. Code) attrib-
utable to such attendance.

5. Included in income only because the qualified educa-
tion expenses were taken into account in determining
the American Opportunity, Hope, or Lifetime Learning
Credit.

Exception (3) applies only to the extent the distribution is not
more than the scholarship, allowance, or payment,

You should consult your tax advisor regarding the application of
any of the above exceptions. See “Exhibit B - Tax Information.”

May | Roil Over My Account to Ancther Qualified Tuition
Program?

You may direct a transfer of money from your Account to an
account in another 529 qualified tuition program for the same
or another Designated Beneficiary. Alternatively, you may make
a withdrawal from your Account and re-deposit the withdrawn
balance within 60 days into an account in another 529 qualified
tuition program for the same or another Designated Beneficiary
without penalty.

If the Designated Beneficiary stays the same, the transfer will be
treated as an income fax-free Qualified Rollover Distribution as
long as the transfer does not occur within 12 months from the
date of a previous rollover to ancther 529 qualified tuition pro-
gram for the Designated Beneficiary. If you change beneficiaries,
the transfer wil! be treated as a Qualified Rollover Distribution
only if the new Designated Beneficiary is a Member of the Family
of the current Designated Beneficiary.

What Happens to an Account If the Designated Beneﬁciary Does
Not Attend College?

If the Designated Beneficiary does not pursue a higher education,
you may withdraw the Account balance or change the Designated
Beneficiary of the Account. A change of the Designated
Beneficiary of the Account will not result in any income tax
consequences so long as the new Designated Beneficiary is a
Member of the Family of the current Designated Beneficiary.

To the extent that you make a Nonqualified Withdrawal from the
Account, any earnings portion of such Nonqualified Withdrawal
will be includible in your income for federal income tax purposes
and will be subject to a 10% federal penalty tax. For Alabama
state income tax purposes, the amount of the Nonqualified
Withdrawal, plus 10% of the amount of the Nonqualified
Withdrawal, will be included in the contributor's income for the
year in which such Nonqualified Withdrawal is made, For more
information, see “Exhibit B - Tax Infarmation.”

How do | Close an Account?

To withdraw all of the funds and close your Account, download
the Withdrawal Form and complete and submit the form as
directed, or call the Plan at (866) 529 ~ 2228 for instructions.
The Plan does not charge any surrender or other withdrawal fees.
However, if you close your Account prior to the date on which
the annual account fee is assessed, you will be charged a pro
rated Account Fee, if applicabie. In addition, if you have made
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a Contribution by check, EFT, or AIP, you may not be able to
withdraw funds in your Account until the check through which
you made your Contributions clears and the Program has col-
lected funds.

LIMITATIONS AND PENALTIES

Are There Limits on Investment Changes?

Under federal law, neither you nor the Designated Beneficiary
may exercise investment discretion, directly or indirectly,
ovet Contributions to an Account or any earnings on such
Contributions. As a result, federal law only allows you to change
the Portfolio or Portfolios in which Contributions or any earnings
on such Contributions are invested once per calendar year, or
upcn a change of Designated Beneficiary.

If an Account Owner has multiple accounts in the Plan for the
same Designated Beneficiary, or multiple accounts in the Plan
and other Alabama Section 529 programs, the Account Qwner
may change the Portfolios in all such accounts without tax con-
sequences, so long as the changes to all of the accounts are
made at the same time and no more frequently than once per
calendar year or upon a change of Designated Beneficiary.

Are There Limits on Transfers to Other Alabama Section 529
Programs?

Accounts in the Program are also offered through the
CollegeCounts 529 Fund Advisor Plan. You may transfer money
from your Plan Account to the CollegeCounts 529 Fund Advisor
Plan or from the CollegeCounts 529 Fund Advisor Plan to your
Plan Account without the imposition of any penalties, other
than any applicable contingent deferred sales charges for Fee
Structure B Accounts in the CollegeCounts 529 Fund Advisor
Plan. However, any such transfer constitutes an investment
change and therefore may only occur once per calendar year, or
upon a change of Designated Beneficiary.

Are There Limitations on Transfers Out of the Program?

You may roll over your Account to another 529 gualified tuition
program without potentially adverse federal income tax conse-
quences only if the rollover does not occur within 12 months
from the date of a previous rollover to another 529 qualified
tuition program for the Designated Beneficiary, or upon a change
of Designated Beneficiary.

Are There State of Alabama Income Tax Considerations on
Transfers Out of the Program? .
Qualified Withdrawals on transfers out of the program are treated
the same for Alabama state income tax purposes as for federal
income tax purposes. |f a rollover cut the Plan is treated as a
Nonqualified Withdrawal, then the amount of such Nongualified
Withdrawal, plus an amount equal to 10% of the amount of the
Nonqualified Withdrawal, shall be added into income of the con-
tributing taxpayer in the year of the withdrawal. If a rollover out
of the Plan is treated as a Qualified Withdrawal, the Qualified
Withdrawal would not be subject to Alabama state income tax.

Are There Penalties on Withdrawals From the Plan?
The Plan does not charge a withdrawal fee. If an Account Owner
withdraws funds as a Nongualified Withdrawal, the earnings

portion of the withdrawal will be includible in your federal gross
income and subject to a 10% federal penalty tax. For distribu-
tions paid in connection with the Designated Beneficiary's death
or disability or receipt of a schotarship, the earnings portion of
an Account may be subject to federal and state income taxes,
but may not be subject to the 10% federal penalty tax. For
Alabama state income tax purposes, if an Account Owner with-
draws funds as a Nonqualified Withdrawal, then the amount of
the Nonqualified Withdrawal, plus an amount equal to 10% of
the amount of the Nongualified Withdrawal, shall be included
in income for the Account Owner far the year in which the with-
drawal was made.

OTHER INFORMATION

How Will investment in the Plan Affect My Designated
Beneficiary's Chances of Receiving Financial Aid?

The eligibility of the Designated Beneficiary for financial aid may
depend upon the circumstances of the Designated Beneficiary's
family at the time the Designated Beneficiary enrolls in an
Institution of Higher Education, as well as on the policies of the
governmental agencies, schoal, or private organizations to which
the Designated Beneficiary and/or the Designated Beneficiary's
family applies for financial assistance. These policies vary at dif-
ferent institutions and can change over time. Therefore, no per-
son or entity can say with certainty how the federal aid programs,
or the school to which the Designated Beneficiary applies, will
treat your Account. Discuss this with school officials at the insti-
tutions to which your Designated Beneficiary applies.

Are Coptributions Part of an Account Owner's Bankruptcy
Estate?

The Bankruptcy Abuse Prevention and Consumer Protection
Act of 2005 protects many Section 529 accounts in federal
bankruptcy proceedings. Your Account will be protected if the
Designated Beneficiary is your child, stepchild, grandchild,
or stepgrandchild (including a child, stepchild, grandchild, or
stepgrandchild through adoption or foster care) subject to the
following limits:

* Contributions made to all Section 529 accounts for the
same Designated Beneficiary at least 720 days before a
federal bankruptcy filing are completely protected;

* Contributions made to ail Section 529 accounts for the
same Designated Beneficiary more than 365 days, but
less than 720 days before a federal bankruptcy filing are
protected up to $5,850; and

¢ Contributions made to all Section 529 accounts for the
same Designated Beneficiary fess than 365 days before
a federal bankruptcy filing are not protected against
credifor claims in federal bankruptcy proceedings.

Your own state law may offer additional creditor protections,
You should consuit your legal advisor regarding the effect of any
bankruptcy filing on your Account.

Does Alabama Law Protect Accounts From Creditors?
No.
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What Kind of Statements Will | Receive?
You will receive guarterly statements showing:

+ Contributions made to the Account;

» Change in Account value for the period;
s Withdrawals made from the Account;

s Account fee paid during the period;

¢ The total value of the Account at the end of that time
period; and

¢ |nformation concerning the Maximum Account Balance
Limitation.

Carefully review ail confirmations and account statements to
verify the accuracy of the transactions. Any discrepancies must
be reported to the Program Manager within 30 days of the date
of the confirmation or statement. If you fail to notify us of any
error, you witl be considered to have approved the transaction.

To reduce the amount of duplicate mail that is sent to
a household, the Program Manager will combine Account
statements that have the same Account Owner and mailing
address in the same mailing. The Program Manager will send
one copy of the Program Disclosure Statement and other
Plan communications to Account Owners at each respective
household address. The Plan periedically matches and updates
addresses of record against the U.S. Postal Service's change of
address database to minimize undeliverable items.

You can view quarterly statements online at
CollegeCounts529.com. To do so, you will need to create
an online user name and password and provide additional
identifying information to establish your online account.

Information including prospectuses and other disclosures of
all fees and expenses associated with mutual funds and
other investments made by the Program is available at
CollegeCounts529.com.

is the Program Audited?

Each year an independent public accountant selected by the
Program Manager will audit the Plan. The auditors will examine
financial statements for the Plan and provide other audit, tax,
and related services. The Board may also conduct audits of the
Program and the Trust, The Plan’s audited financial statements
will be available online at CollegeCounts529.com.

How Can | Have Online Access to My Account?

You can access information about your Account 24 hours a day
by logging in to your Account at CollegeCounts529.com. You will
need to select a user name and password and follow the online
steps. The Program Manager employs procedures it considers
to be reasonable to confirm that instructions communicated by
internet are genuine, including certain identifying information
prior to acting upon internet instructions. None of the Program
Manager, the Board, or the Treasurer will be liable for following
internet instructions that are reasonably believed to be genuine.
To safeguard your Account, please keep your information confi-
dential.

Where Can | Obtain Additional Information?

To answer your questions or request an Enroliment Form, please
visit CollegeCounts529.com, call (866) 529 - 2228 or write to
CollegeCounts 529 Fund, P.0. Box 85290, Lincoln, NE 68501-
5290.

To comply with Rule 15¢2-12(b)(5) of the Securities Exchange
Act of 1934, as amended, the Board, on behalf of the Plan, has
entered into & continuing disclosure agreement for the benefit
of Account Owners. Under the continuing disclosure agreement,
the Board, on the Plan’s behalf and as permitted by law, will pro-
vide certain annual financial information relating to the Program
and notices of the occurrence of certain material events enumer-
ated in the continuing disclosure agreement.
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EXHIBIT A — ACCOUNT AGREEMENT

For The CollegeCounts 529 Fund

Pursuant to the terms and conditions of this Account Agreement,
the Account Owner, by completing and signing an Enrollment
Form, hereby requests the Alabama College Education Savings
Program, marketed as the CollegeCounts 529 Fund, (hereinafter,
the “Program”) to open (or in the case of a successor Account
Owner, to maintain) an Account in the CollegeCounts 529 Fund
{hereinafter, the “Plan™) for the individual designated on the
Enrollment Form as the Designated Beneficiary (hereinafter,
“Designated Beneficiary").

SECTION 12 OF TH!S AGREEMENT IS AN ARBITRATION
PROVISION. YOU SHOULD READ THE ARBITRATION
PROVISION CAREFULLY. IT MAY HAVE A SUBSTANTIAL
IMPACT ON YOUR RIGHTS.

GENERAL TERMS AND CONDITIONS

This Account Agreement among you, the Board and the Program
Manager, as amended and supplemented from time to time,
governs the terms of each Account you establish pursuant to
your submission to the Program Manager of a properly completed
Enroliment Form. By signing an Enrollment Form, you agree to be
bound by the terms of this Account Agreement, as amended or
suppiemented from time to time, the Program Rules and the Act.

The Alabama College Education Savings Program, marketed as
the CollegeCounts 529 Fund, was established by the State under
the Act to allow Account Owners to save for the Qualified Higher
Education Expenses of a Designated Beneficiary at an Eligible
Educational Institution, Under the Act, the Board of the Program
oversees administration of the Program and its members act as
trustees of the Program Trust Fund. Pursuant to the Act, the
Board has delegated day-to-day administration of the Program to
the Treasurer. Under the Act, the Board is authorized to employ
private sector firms to provide investment management services,
marketing services and administrative services for the Program.
Pursuant to the Program Management Agreement, the Board
has retained Union Bank & Trust Company to act as Program
Manager for the Program.

The Program Disclosure Statement for the Plan describes the
terms and conditions of the Plan in greater detail and is incor-
porated in its entirety into this Account Agreement. Before mak-
ing any investment in the Plan, you should read carefully the
Program Disclosure Statement in its entirety.

Capitalized terms not defined in this Account Agreement shall
have the meanings assigned to them in the Program Disclosure
Statement.

The Account Owner, the Board and the Program Manager agree
as follows:

Section 1. Accounts and Beneficiaries.

(a) Opening an Account. To establish an Account on be-
half of a Designated Beneficiary under the Program, a
prospective Account Owner must execute and submit a
completed Enroliment Form to the Program Manager.
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(b)

{c)

{d)

{e)

Separate Accounts. The Program will maintain a sep-
arate Account for each Designated Beneficiary. Each
Account will be governed by an Account Agreement,
the Act, the Program Disclosure Statement and the Pro-
gram Rules, An Account Owner may establish multiple
separate Accounts for the same Designated Beneficiary.
All assets held in your Account will be held for the ex-
clusive benefit of you and the Designated Beneficiary
as provided by applicable law.

Ownership. The Account Owner is the sole owner of all
Contributions to an Account and any earnings thereon,
Different rules may apply if the source of any Contribu-
tion to an Acceunt is a custodial account established
under a state's Uniform Gifts to Minors Act or Uniform
Transfers to Minors Act.

Naming and Changing Beneficiaries. You will name the
Designated Beneficiary for an Account on the Enroli-
ment Form. You can change the Designated Beneficiary
at any time, subject to federal and state law, and the
Program Rules. in order to avoid certain adverse tax
consequences, a new Designated Beneficiary must be a
“Member of the Family” of the replaced Beneficiary, as
that term is defined under Section 529(e)(2) of the In-
ternal Revenue Code of 1986, as amended, or any other
corresponding provision of future law (the “Code”). The
designation of the new Designated Beneficiary will be
effective upon the Program Manager's receipt of the ap-
propriate form, properly completed,

Selection of Investment Portfolios. Money invested in
an Account will be invested in the Investment Portfolio
or Portfolios the Account Owner selects in the Enroll-
ment Form. The Account Owner may change the Invest-
ment Portfolio or Portfolios in which money is invested
once every calendar year, or with such other frequency
as the Internal Revenue Service may provide, or upon a
change of the Designated Beneficiary. The Board may
change the asset allocation of any Age-Based Portfolio
or Target Portfolio, add, eliminate or change the Under-
lying Investment Fund(s) for an Investment Portfolio,
create additional Investment Portfolios, or eliminate
Investment Portfolios without regard to prior selections
made by Account Owners. The Board is not obligated
to provide prior notice of such changes or to update
the Program Disclosure Statement prior to any such
change, but may do so in the Board's sole discretion.

If an Account Owner has multiple accounts in the Pro-
gram for the same Designated Beneficiary, the Account
Owner may change the Portfolio in all such accounts
without tax consequences, so long as the changes to
all of the accounts are made at the same time. You are
responsible for ensuring that your Account has been as-
signed or reassigned to the correct Investment Portfolio,
that each Contribution has been credited to the correct
Account and that your Account has been assigned to
the correct Fee Structure. You must natify the Program
Manager within thirty (30) days of any errors.



Section 2. Contributions.

{a)

{b)

{c)

Contributions To Be in Cash. All Contributions must be in
cash. Cash means Contributions in U.S. Dollars made by
(i) checks, (ii) money order, {iii) payroil deductions made
by your employer, (iv) electronic funds transfers from your
bank, (v) an automatic investment plan, {vi} wire trans-
fers, (vii) Rewards from the CollegeCounts 529 Rewards
Visa® Card, or (viit) & rollover from another 529 gualified
tuition plan.

Minimum Contributions. There is no minimum contri-
bution amount. A Contribution need not be made avery
year,

Additional Contributions. You may make additional
Contributions at any time, subject to the overall limit
described in the next paragraph.

{d) Maximum Account Balance Contribution Limitation.

The Board will set a Maximum Account Balance Limi-
tation for the Program. No Contribution to an Account
for a Designated Beneficiary will be permitted if the
aggregate balance of all Accounts for the Designated
Beneficiary, including for this purpose all accounts
in the PACT Program for the Designated Beneficiary,
equals $300,000. Any Contribution in excess of the
Maximum Account Balance Limitation will be returned
to the Account Owner. The Board will inform you of the
Maximum Account Balance Limitation for each year.

Section 3. Distribution From Accounts,
You may direct the Program Manager to distribute part or all of
the money in an Account at any time.

{a)

You must complete a withdrawal request form, an on-
line withdrawa! form or follow such other procedures for
the withdrawal of money in an Account as the Board
may designate. The Board may change the withdrawal
request form or medify the procedures for withdrawing
money from an Account fram time to time,

{b) You acknowledge that the earnings portion of a Non-

{c)

(d)

{e)

qualified Withdrawal, as defined in the Program Disclo-
sure Statement, will be included in your income for fed-
eral tax purposes and may be subject to an additional
10% federal penalty tax. There may be additional state
tax consequences associated with a Nongqualified With-
drawal and you should consult with your tax advisor.

Notwithstanding any other provision of this Agreement,
the Board may terminate an Account upon a determina-
tion that you or the Account's Designated Beneficiary
has provided false or misleading information to the Pro-
gram or the Program Manager. The Board will pay you
the balance remaining in the Account, less any state or
federal taxes to be withheld, if applicable.

If you terminate your Account Agreement and close
your Account, you will receive the fair market value of
the Account on the date the Account is redeemed.

If an Account Agreement has not been terminated and
the Account closed after a period of sixty (60) years from

its effective date, and the Account has been dormant
for three years, the Board or the Program Manager, after
making reasonable efforts to contact the Account Owner
will close the Account and presume that the Account
balance, if any, is abandoned property. The Account
Owner may request that an Account remain in effect
beyond the sixty {60) year period by filing a written
request with the Board.

Section 4. Your Representations and Acknowledgments.

You hereby represent and warrant to, and agree with the Program,
the Board, and the Program Manager as follows:
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{(a) You acknowledge that you are aware that the creation of

an Account under the Program subjects your Contribu-
tions to ongoing fees.

{b) You have received and read the Program Disclosure

Statement for the CollegeCounts 529 Fund and have
carefully reviewed all the information contained there-
in, including information provided by or with respect
to the Board and the Program Manager, You have been
given an opportunity, within a reasonable time prior to
the date of this Agreement, to ask questions and receive
answers concerning (i) an investment in the Program,
{ii) the terms and conditions of the Program, (iii) this
Agreament, the Program Disclosure Statement, the Pro-
gram Rules and the Enrollment Form, and (iv) the in-
vestment Portfolios that are available for your Account
and to obtain such additional information necessary to
verify the accuracy of any information furnished. You
also agree that you have had the opportunity to review
and hereby approve and consent to all compensation
paid or received by any party connected with the Pro-
gram or any of its investments.

{c} You acknowledge and agree that if the Program Dis-

closure Statement is in any way amended, modified or
supplemented after you enter into this Account Agree-
ment, that the terms of the Program Disclosure State-
ment, as amended, modified or supplemented, will be
automatically incorporated into this Account Agreement
as if fully set forth herein.

{(d) You acknowledge and agree that the value of any Ac-

count will increase or decrease based oh the investment
performance of the Investment Portfolio or Portfolios
in which the Account is then invested. YOU UNDER-
STAND THAT THE VALUE OF ANY ACCOUNT MAY BE
MORE OR LESS THAN THE AMOUNT INVESTED IN
THE ACCOUNT. You agree (i} that the Board, as re-
quired by the Code, determines from time to time the
underlying funds and the types of investment portfolios
made up of those funds offered by the Program, rely-
ing upon advice from investment consultants in doing
so, and that (ii) you will only be permitted to select an
investment portfolio offered by the Program and may
only change that selection at the limited times permit-
ted by the Program, and (iii) except for the selection of
an investment portfolio offered by the Program, you are
not permitted to direct, nor will you direct, the invest-




{e)

f)

(g

{h

—

(i)

()

(k)

ment of any funds invested in the Program, either di-
rectly or indirectly. You also acknowledge and agree that
neither the State of Alabama, the Board, the Treasurer,
the Program Manager, nor any other advisor or consul-
tant retained by or on behalf of the Program makes any
guarantee that you will not suffer a loss of the amount
invested in any Account.

You understand that so long as Union Bank & Trust
Company serves as Program Manager for the Program
and is performing services for the Program it may be re-
guired to follow certain specific directives of the Board.
When acting in such a specific directed capacity, Union
Bank & Trust Company will not have any liability to you
or any Designated Beneficiary of this Agreement.

You acknowledge and agree that participation in the Pro-

-gram does not guarantee that any Designated Benefi-

ciary: (i) will be accepted as a student by an Institution
of Higher Education; (i) if accepted, will be permitted
to continue as a student; (iii) will be treated as a state
resident of any state for tuition purposes; (iv) will gradu-
ate from any Institution of Higher Education; or (v) will
achieve any particular treatment under applicable state or
federal financial aid program. You also acknowledge and
agree that neither the State of Alabama, the Board, the
Treasurer, the Program Manager, nor any other advisor or
consuitant retained by or on behalf of the Program makes
any such representation or guarantee.

You acknowledge and agree that no Account will be
used as cotlateral for any loan. Any attempted use of an

~Account as collateral for a loan will be void.

You acknowledge and agree that the Program will not
loan any assets to you or the Beneficiary,

You understand and acknowledge that the Program is
established and maintained under Alabama law with
the intent that it will meet with certain requiremenis
in order to qualify for certain federal income tax con-
sequences under Section 529 of the Internal Revenue
Code. You further acknowledge that such federal and
state laws are subject to change, sometimes with retro-
active effect, and that neither the State of Alabama, the
Board, the Treasurer, the Program Manager, nor any ad-
visar or consultant retained by the Program makes any
representation that such state or federal laws will not
be changed or repealed. If the Program fails to qualify
as a qualified tuition program under Section 529 of
the Code, such failure may have adverse tax and other
conseguences to you,

You acknowledge that the Program is the record owner
of the shares of the mutual funds in which each Port-
folio is invested and that you wiil have no right to vote,
ar direct the voting of, any proxy with respect to such
shares.

if you are not, or your Designated Beneficiary is not, an
Alabama resident, you understand that if your or your
Designated Beneficiary’s state of residence offers a
qualified tuition program, it may offer tax advantages or

other benefits that may not be avaitable to you or your
Designated Beneficiary under the Program and that you
are responsible for determining which qualified tuition
program is best suited to your investment needs based
on your investment objectives, time horizon, tax status
and other investment holdings.

{I} You understand that with respect to residents of Ala-
bama, contributions to your Account may be entitled
to an Alabama state income tax deduction and that the
earnings portion of a Distribution from an Account for
qualified higher education expenses will not be subject
to Alabama state income tax and your participation in the
Program generally will have the Alabama income tax con-
sequences described in the Program Disclosure State-
ment. Such Alabama tax laws are subject to change,

sometimes with retroactive effect.

Section 5. Fees and Expenses.

The Program will make certain charges against each Account
in order to provide for the costs of administration of the
Accounts and such other purposes as the Board shall determine
appropriate.

{a) Account Fee. Each Account will be charged an annual
account fee of $12, The Account fee is deducted from
your Account annually in approximately November of
gach year. The annual Account Fee is waived if the Ac-
count Owner or the Designated Beneficiary is a resident
of Alabama.

(b

—

Program Management Fee. Each Portfolio is subject to
a maximum program management fee at an annual rate
of 0.25%. -

Investment Management Fees. You agree and acknow!-
edge that each of the mutual funds or other investments
also wiil have investment management fees and other
expenses, which will be disclosed or made available on
an annual basis.

{c)

(d) Change in Fees. You acknowledge and agree that the
charges described above may be increased or decreased

as the Board shall determine to be appropriate.

Section 6. Necessity of Qualification. The Program intends to
qualify for favorable federal tax treatment under Section 529 of
the Code. You agree and acknowledge that qualification under
Section 529 of the Code is vital and agree that the Board may
amend this Account Agreement upon a determination that such
an amendment is required to maintain such qualification.

Section 7. Audit. The Program Manager shall cause the Program
and its assets to be audited at least annually by a certified
public accountant. A copy of the annual report can be obtained
by calling the Program at {866) 529 - 2228, or by going to
CollegeCounts529.com.

Section 8. Reporting. The Program, through the Program
Manager, will make quarterly reports of Account activity and the
value of each Account. Account information can also be obtained
via the Program's website at CollegeCounts529.com.
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Section 9. Account Owner's Indemnity. You recognize that each
Account wili be established based upon your statements, agree-
ments, representations, and warranties set forth in this Account
Agreement and the Enroliment Form. You agree to indemnify
and to hold harmless the Board, the Program, the Treasurer, the
Program Manager and its affiliates, and any representatives of
the Program from and against any and all loss, damage, liabil-
ity, or expense, including costs of reasonable attorneys’ fees to
which they may be put or which they may incur by reason of, or
in connection with, any breach by you of your acknowledgments,
representations, or warranties or any failure of you to fulfill any
covenants or agreements set forth herein. You agree that all
statements, representations, and warranties will survive the ter-
mination of your Account.

Section 10. Amendment and Termination. Nothing contained
in the Program ot this Account Agreement shall constitute an
agreement or representation by the Board, the Treasurer or
anyone else that the Program will continue in existence. At any

time, the Board may amend the Program Rules, the Program -

Disclosure Statement, this Account Agreement and other
Program documents, and may change the Program Manager and
the Investment Portfolios under the Program. In addition, the
legislature of the State of Alabama may dissolve the Program at
any time and dissolution of the Program may result in a distribu-
tion from your Account that may be subject to income taxes and
additional tax penalties.

Section 11. Governing Law, Jurisdiction and Venue, Waiver of
Jury Trial. This Agreement shall be governed by and interpreted
in accordance with the laws of the Stata of Alabama. You agree
(on behalf of yourself and your Desighated Beneficiary) that the
courts located in Montgomery, Alabama, shall have exclusive
jurisdiction over any legal proceedings between you (andfor
your Designated Beneficiary) and the Board that arise out of or
relate to this Account Agreement. In any such proceeding, you
{on behalf of yourself and your Designated Beneficiary) agree to
waive any right you may have to a trial by jury.

Section 12. Arbitration.

YOU SHOULD READ THIS ARBITRATION PROVISION
CAREFULLY. IT MAY HAVE A SUBSTANTIAL IMPACT ON YOUR
RIGHTS.

(a) Agreement to Arbitrate. Unless prohibited by applicable
law, any legal dispute between you and us (as defined
below) will be resolved by binding arbitration. In arbi-
tration, a dispute is resolved by an arbitrator instead of
a judge or jury. Arbitration procedures are simpler and
more limited than court procedures.

{b) Coverage and Definitions. As used in this Section 12
Arbitration Provision, the following terms have the fol-
lowing meanings:

(i) “You," “your" and “yours" refer to the Account
Owner and any successor Account Owner, acting on
the Account Owrler's own behalf or on behalf of the
Designated Beneficiary and any successor Desig-
nated Beneficiary.
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(i) “We," "us,” “our" and “ours” refer to: (A) the Pro-
gram Manager; (B} any company that owns or con-
trols the Program Manager (a “Parent Company™);
and (C) any company that is controlled by a Parent
Company or the Program Manager. Also, if either you
or we elect to arbitrate any Claim you bring against
us, the persons who may benefit by this Arbitration
Provision include any other persons or companies
you make a Claim against in the same proceeding.

(iii) “Claim” means any legal dispute between you and
us that relates to, arises out of or has anything at all
to do with: (A} this Account Agreement, this Arbi-
tration Provision or the Program; or (B} any related
advertising, promotion, disclosure or notice. This
includes a dispute about whether thls Arbitratlon
Provision or this Account Agreement s valid or en-
forceable, about when this Arbitration Provision ap-
plies andfor about whether a dispute is arbitrable. It
includes disputes about constitutional provisions,
statutes, ordinances, and regulations, compliance
with contracts and wrongful acts of every type
{(whether intentional, fraudulent, reckless or negli-
gent). This Arbitration Provision applies to actions,
omissions and events prior to, on or after the date
of this Account Agreement. 1t applies to disputes
involving requests for injunctions, other equitable
rélief and/ or declaratory relief. However, notwith-
standing any language in this Arbitration Provision
to the contrary, the term “Claim” does not include
any dispute that is asserted by a party on a class
basis; unless and until any such dispute is finally
resolved to be inappropriate for class treatment in
court, such dispute shall not constitute a “Claim”
hereunder, and any such dispute shall be resolved
by a court and not by an arbitrator or arbitration
administrator.

{iv) "Administrator” means JAMS, 620 Eighth Avenue,
34th Floor, New York, NY 10018, www.jamsadr.org;
the American Arbitration Association (the "AAA"),
1633 Broadway, 10th Floor, New York, NY 10019,
www.adr.org; or any other company selected by mu-
tual agreement of the parties. If both JAMS and
AAA cannot or will not serve and the parties are un-
able to select an Administrator by mutual consent,
the Administrator will be selected by a court. You
may select the Administrator if you give us written
notice of your selection with your notice that you
are electing to arbitrate any Claim or within 20 days
after we give you notice that we are electing to arbi-
trate any Claim (or, if you oppose in court our right
to arbitrate a matter, within 20 days after the court
determination). If you do not select the Administra-
tor on time, we will select the Administrator.

(c) Important Notice. IF YOU OR WE ELECT TO ARBITRATE
A CLAIM, YOU AND WE WILL NOT HAVE THE RIGHT
TO PURSUE THAT CLAIM IN COURT OR HAVE A JURY
DECIDE THE CLAIM. ALSO, YOUR AND OUR ABILITY




()

—

(e

(f)

TO OBTAIN INFORMATION AND TO APPEAL IS MORE
LIMITED IN AN ARBITRATION THAN IN A LAWSUIT.
OTHER RIGHTS THAT YOU AND WE WOULD HAVE IN
A LAWSUIT IN COURT MAY ALSO NOT BE AVAILABLE
IN ARBITRATION.

Prohibition Against Certain Proceedings. (i} NO PARTY
MAY PARTICIPATE IN A CLASS-WIDE ARBITRATION,
EITHER AS A PLAINTIFF, DEFENDANT OR CLASS
MEMBER; (ii) NO PARTY MAY ACT AS A PRIVATE AT-
TORNEY GENERAL |N ANY ARBITRATION; (iil) CLAIMS
BROUGHT BY OR AGAINST YOU MAY NOT BE JOINED
OR CONSOLIDATED WITH CLAIMS BROUGHT BY OR
AGAINST ANY OTHER PERSON IN ANY ARBITRA-
TION; AND (iv) THE ARBITRATOR SHALL HAVE NO
AUTHORITY TO CONDUCT A CLASS-WIDE ARBITRA-
TION, PRIVATE ATTORNEY GENERAL ARBITRATION
OR MULTIPLE-PARTY ARBITRATION.

Initiating Arbitration Proceedings. A party asserting
a Claim must first comply with Section 12(k), regard-
ing “Notice and Cure.” Additionally, a party electing
arbitration must give written notice of an intention to
initiate or require arbitration. This notice can be given
after the beginning of a lawsuit and can be given in
the papers filed in the lawsuit. If such notice is given,
unless prohibited by applicable law any Claim shall be
resolved by arbitration under this Arbitration Provision
and, to the extent consistent with this Arbitration Provi-
sion, the applicable rules of the Administrator that are
in effect at the time the Claim is filed with the Admin-
istrator. A party who has asserted a Claim in a lawsuit
may still elect arbitration with respect to any Claim that
is later asserted in the same lawsuit by any other party

{and in such case either party may also elect to arbi-

trate the original Claim). The arbitrator will be selected
in accordance with the Administrator's rules. However,
uniess both you and we agree otherwise, the arbitrator
must be a lawyer with more than 10 years of experience
or a retired judge, We promise that we will not elect to
arbitrate an individual Claim that you bring in small
claims court or an equivalent court. However, we may
elect to arbitrate a Claim that is transferred, removed or
appealed to any different court.

Arbitration Location and Costs. Any arbitration hearing
that you atiend will take place in a reasonably conve-
nient location for you, If the amount in controversy is
less than $10,000 and you object to the fees charged by
the Administrator and/or arbitrator, we will consider in
good faith any reasonable written request for us to bear
the fees charged by the Administrator and/or arbitrator.
Also, we will pay any fees or expenses we are required
to pay by law or are required to pay so that a court will
enforce this Arbitration Provision. Each party must pay
for that party's own attorneys, experts and witnesses,
provided that we will pay all such reasonable fees and
costs you incur if required by applicable law and/or the
Administrator's rules or if you are the prevailing party
and we are required to bear such fées and costs so that
a court wil! enforce this Arbitration Provision,
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(g) Applicable Law. You and we agree that this Account

Agreement and this Arbitration Provision involve inter-
state commerce, and this Arbitration Provision is gov-
erned by the Federal Arbitration Act (“FAA"), 9 U.S.C.
§ 1, et seq. The arbitrator must follow, to the extent
applicable: (i) the substantive law related to any Claim;
(i) statutes of limitations; and (iii) claims of privilege
recognized at law, and shall be authorized to award all
remedies available in an individual lawsuit under ap-
plicable substantive iaw, including, without limitation,
compensatory, statutory and punitive damages (which
shall be governed by the constitutional standards ap-
plicable in judicial proceedings), declaratory, injunctive
and other equitable relief, and attorneys’ fees and costs.
Upon the timely request of any party to an arbitration
proceeding, the arbitrator must provide a brief written
explanation of the basis for the award. The arbitrator
will determine the rules of procedure and evidence to
apply, consistent with the arbitration rules of the Ad-
ministrator and this Arbitration Provision. In the event
a conflict batween this Arbitration Provision, on the one
hand, and any other Arbitration Provision between you
and us or the rules or policies of the Administrator, on
the other hand, this Arbitration Provision shall govern.
The arbitrator will not be bound by federal, state or lo-
cal rules of procedure and evidence or by state or local
laws concerning arbitration proceedings.

{(h) Getting Information. In addition to the parties’ rights

€}

{j

to obtain information under the Administrator's rules,
any party may submit a written request to the arbitrator
seeking more information. A copy of such request must
be provided to the other parties. Those parties will then
have the right to object in writing within 30 days. The
objection must be sent to the arbitrator and the other
parties. The arbitrator will decide the issue in his or her
sole discretion within 20 days thereafter.

Effect of Arbitration Award. Any court with jurisdiction
may enter judgment upon the arbitrator's award. The
arbitrator's decision will be final and binding, except for
any appeal right under the FAA and except for Claims
involving more than $100,000. For these Claims, any
party may appeal the award within 30 days to a three-
arbitrator panel appointed pursuant to the Administra-
tor's rules. That panel will reconsider from the start any
aspect of the initial award that any party asserts was in-
correctly decided. The decision of the panel shall be by
majority vote and will be final and binding, except for
any appeal right under the FAA, Unless applicabie law
(or Section 120), regarding “Carrective Action; Surviv-
ability and Severability of Terms”) requires otherwise,
the costs of an appeal to an arbitration panel will be
borne by the appealing party, regardless of the outcome
of the appeal. However, we will pay any fees or expenses
we are required to pay so that a court will enforce this
Arbitration Provision.

Corrective Action; Survivability and Severability of
Terms. A party must be given written notice and a rea-
sonable opportunity of at least 30 days to remedy any



(k)

{1}

circumstance that might preclude arbitration of a Claim.
This Arbitration Provision shatl survive: (i} termination
of the Program; and (ii} the bankruptcy of any party.
If any portion of this Arbitration Provision is deemed
invalid or unenforceable, the remaining portions shall
nevertheless remain in force. This Arbitration Provision
can only be amended of supplemented by written Arbi-
tration Provision.

Notice and Cure. Prior to initiating litigation or arbitra-
tion regarding a Claim, the party asserting the Claim
{the “Claimant") shall give the other party or parties
written notice of the Claim (a “Claim Notice"} and a
reasonable opportunity, not less than 30 days, to cure
the Claim. Any Claim Notice must explain the nature of
the Claim and the relief that is demanded. The Claimi-
ant must reasonably cooperate in providing any infor-
mation about the Claim that the other party or parties
reasonably request.

Arbitration Notices. Any notice to us under this Arbi-
tration Provision must be sent to us by registered or
certified mail or by a messenger service such as Federal
Express, CollegeCounts 529 Fund, 6811 South 27th
Street, Lincoln, Nebraska 68512. Any such notice must
be signed by you and must provide your name, address
and telephone number. Any notice to you under this Ar-
bitration Provision must be sent to you by registered or
certified mail or by a messenger service such as Federal
Express, at the most recent address for you we have in
our records.
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EXHIBIT B — TAX INFORMATION

The following discussion summarizes certain aspects of federal
and state income, gift, estate, and generation-skipping trans-
fer tax consequences relating to the CollegeCounts 529 Fund
and Contributions to, earnings of, and withdrawals from the
Accounts. The surmmary is not exhaustive and is not intended as
individual tax advice. In addition, there can be no assurance that
the Internal Revenue Service (“IRS") or Alabama Department
of Revenue will accept the statements made herein or, if chal-
lenged, that such statements would be sustained in court. The
applicable tax rules are complex, and certain of the rules are at
present uncertain, and their application to any particular person
may vary according to facts and circumstances specific to that
person. The Internal Revenue Code and regulations thereunder,
and judicial and administrative interpretations thereof, are sub-
ject to change, retroactively or prospectively, and no one under
the Program will be entitied to receive or be obligated to give
notice of any such changes or modifications. A qualified tax
advisor should be consulted regarding the application of law in
individual circumstances.

This summary is based on the relevant provisions of the Internal
Revenue Code of 1986, as amended (the “Code"), Alabama
state tax law, and proposed Treasury regulations. It is possible
that Congress, the Treasury Department, the IRS, the State of
Alabama, and other taxing authorities or the courts may take
actions that will adversely affect the tax law consequences
described and that such adverse effects may be retroactiva. No
final tax regulations or rulings concerning the Alabama College
Education Savings Program have been issued by the IRS and,
when issued, such regulations or rulings may alter the tax con-
sequences summarized herein or necessitate changes in the
Program to achieve the tax benefits described. The summary
does not address the potential effects on Account Owners or
Beneficiaries of the tax laws of any state other than Alabama.

Alabama Income Tax Consequences

in general, with certain exceptions, the computation of taxable
income for Alabama income tax purpeses conforms to federal law.
This conformity for Alabama state income tax purposes applies
to the Plan as a “qualified tuition program.” The undistrib-
uted investment earnings in the Plan are exempt from Alabama
income tax, and the earnings attributed to an Account will not
be includable in the Alabama income of the Account Owner or a
Designated Beneficiary until the funds are withdrawn, in whole
or in part, from the Account. The Alabama income tax conse-
quences of a withdrawal from the Account will vary depending
upon whether the withdrawal constitutes a Qualified Withdrawal
or a Nonqualified Withdrawal.

If the distribution constitutes a Qualified Withdrawal from an
Account, then no portion of the distribution is includable in the
Alabama income of the Designated Beneficiary or the Account
Owner. Similarly, no portion of a Qualified Rollover Distribution
is includable in the Alabama income of either the Designated
Beneficiary or the Account Owner. However, to the extent that
a withdrawal from an Account is a Nonqualified Withdrawal,
then the entire amount of the Nonqualified Withdrawal, plus
an amount equal to ten (10%) percent of the amount of the

Nonqualified Withdrawal, is includable in income for Alabama
income tax purposes of the contributing taxpayer in the year of
the withdrawal. This is different from the treatment for federal
income tax purposes. For federal income tax purposes the earn-
ings portion of the Nonqualified Withdrawal is subject to tax,
not the contribution amount. No exceptions to the recapture of
the amount of the Nonqualified Withdrawal exists for Alabama
income tax purposes.

Another difference between the Alabama income tax conse-
quences and federal income tax consequences is that a contri-
bution to the Plan is deductible up to certain limits. Individuals
who file an Alabama state income tax return are eligible to
deduct for Alabama state income tax purposes up to $5,000 per
tax year ($10,000 for married taxpayers filing jointly who each
make contributions) for total combined contributions to the Plan,
the CollegeCounts 529 Fund Advisor Plan and the PACT Program
during that year. The contributions made to such qualifying plans
are deductible on the tax return of the contributing taxpayer for
the tax year in which the contributions are made.

Alabama Gift, Estate, Other Alabama Taxes

The State of Alabama does not have a gift tax or generation-skipping
tax, but does have an estate tax. Under the provisions of Alabama,
the Alabama estate tax is based on the federal estate tax.

Federal Income Tax Treatment of the Trust, Contributions, and
Withdrawals

The Alabama Cotiege Education Savings Program is designed to
be a “qualified tuition program” under Section 529 of the Code.
As such, undistributed investment earnings in the Program are
exempt from federal income tax. Earnings of the Program cred-
ited to an Account will not be includible in the federal gross
income of the Account Owner or Designated Beneficiary until
funds are withdrawn, in whote or in part, from the Account. The
treatment of a withdrawal from an Account will vary depending
on the nature of the withdrawal. Contributions are not deductible
for federal income tax purposes.

if there are earnings in an Account, each distribution from the
Account consists of two parts. One part is a return of the contri-
butions to the Account (the “Contributions Portion™). The other
part is a distribution of earnings in the Account (the “Earnings
Portion”). A pro rata calculation is made as of the date of the
distribution of the Earnings Portion and the Contributions Portion
of the distribution.

Qualified Withdrawals

If a Qualified Withdrawal is made from an Account, no portion
of the distribution is includible in the gross income of either the
Designated Beneficiary or the Account Qwner,

Qualified Rollover Distributions

No portion of a Qualified Rollover Distribution is includible in
the gross income of either the Designated Beneficiary or the
Account Owner.

Nonqualified Withdrawals

To the extent that a withdrawa! from an Account is a Nonqualified
Withdrawal, the Earnings Portion of such Nonqualified Withdrawal
is includible in the federal gross income of the recipient of the
withdrawal for the year in which the withdrawal is made. The
Contributions Paortion is not includible in gross income.
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Generally, the recipient of a Nonqualified Withdrawal will also be
subject to a "penalty tax" equal to 10% of the Earnings Portion
of the withdrawal.

There are, however, exceptions to the 10% federal penalty tax
if they are:

1) Paid to a Designated Beneficiary {or to the estate of
the Designated Beneficiary) on or after the death of the
Dssignated Beneficiary.

2) Made because the Designated Beneficiary is disabled.
A person is considered to be disabled if he or she shows
proof that he or she cannot do any substantial gainful
activity because of his or her physical or mental condi-
tion. A physician must determine that his or her condi-
tion can be expected to resuli in death or to be of long-

continued and indefinite duration.

3) included in income because the Designated Beneficiary
received a tax-free scholarship or fellowship; Veteran's
educational assistance; employer-provided educational
assistance; or any other nontaxable payments {other
than gifts or inheritances) received as educational as-

sistance.

4} Made on account of the attendance of the Designated
Beneficiary at a U.S, military academy (such as the
USNA at Annapolis). This exception applies only to the
extent that the amount of the distribution does not ex-
ceed the costs of advanced education {as defined in
Section 2005(d)(3) of Title 10 of the U.S. Code) attrib-

utable to such attendance.

5} Included in income only because the qualified educa-
tion expenses were taken into account in determining
the American Opportunity, Hope, or Lifetime Learning

Credit.

Exception {3) applies only to the extent the distribution is not
moare than the scholarship, allowance, or payment.

Change of Designated Beneficiary

A change in the Designated Beneficiary of an Account is not
treated as a distribution if the new Designated Beneficiary is
a Member of the Family of the former Designated Beneficiary.
However, if the new Designated Beneficiary is not a Member of
the Family of the former Designated Beneficiary, the change is
treated as a Nonqualified Withdrawal by the Account Owner. A
change of the Designated Beneficiary of an Account or a transfer
to an Account for another Designated Beneficiary may have fed-
eral gift tax or generation-skipping transfer tax consequences.

Aggregation of Accounts

All Accounts for the benefit of a single Designated Beneficiary
and having the same Account Owner, including any accounts in
other Alabama Section 529 plans, must be treated as a single
account for purposes of calculating the Earnings Portion of each
withdrawal, Thus, if more than one Account is created for a
Designated Beneficiary that has the same Account Owner and a
Nongualified Withdrawal is made from one or more accounts, the
amount includible in taxable income must be calculated based
on the Earnings Portion of all accounts. The amount withdrawn
from an Account may carry with it a greater or lesser amount of

income than the Earnings Portion of that Account alone, depend-
ing on the Earnings Portion of other accounts for that Designated
Beneficiary. In the case of a Nonqualified Withdrawal or other
taxable distribution, this aggregation rule may result in an
Account Owner being taxed upon more or less income than that
directly attributable to the Earnings Portion of the Account from
which the withdrawal was made.

Annual Tax Reporting

For any year there are withdrawals from your Account, the Program
Manager will send out a Form 1099-Q. This form sets forth the
total amount of the distribution and identifies the Earnings
Portion and the Contribution Portion of each withdrawal. 1f the
distribution Is made to the Account Owner, the Form 1099-Q
will be sent to them. if the distribution is to the Designated
Beneficiary or made directly to the Institution of Higher
Education, the Form 1099-Q will be sent to the Designated
Beneficiary. You should consult with your tax professional for the
proper tax reporting and treatment of distributions.

Coordination With Other Higher Education Cost Benefit
Programs

The tax benefits afforded to qualified tuition programs such as
the Program must be coordinated with other programs designed
to provide tax benefits for meeting higher education expenses in
order to avoid the duplication of such benefits. The coordinated
pregrams include Coverdell Education Savings Accounts under
Section 530 of the Code, the Tuition and Fees Deduction, and
the American Opportunity, Hope and Lifetime Learning Credits
under Section 25A of the Code.

Coverdell Education Savings Accounts

An individual may contribute to, or withdraw money from, both
a qualified tuition program account and a Coverdell Education
Savings Account in the same year. However, to the extent the
total withdrawals from both accounts exceed the amount of
adjusted Higher Education Costs that qualify for tax-free treat-
ment under Section 529 of the Code, the recipient must allocate
his or her Higher Education Costs between both such withdraw-
als in order to determine how much may be treated as tax-free
under each program.

American Opportunity, Hope, and Lifetime Learning Tax Credits
The use of an American Opportunity, Hope, or Lifetime Learning
Credit by a qualifying Account Owner and Designated Beneficiary
will not affect participation in or receipt of benefits from a quali-
fied tuition program account, so long as any withdrawal from the
account is not used for the same expenses for which the credit
was claimed.

Federal Gift, Estate, and Generation Skipping Transfer Taxes
Contributions to an Account are considered completed gifts to
the Designated Beneficiary of the Account for federal estate,
gift, and generation skipping transfer tax purposes. Except as
described below, if an Account Owner dies while there is a bal-
ance in the Account, the value of the Account is not includible in
the Account Owner's gross estate for federal estate tax purposes.
However, amounts in an Account at the death of the Designated
Beneficiary are includible in the Designated Beneficiary's gross
estate,
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A donor’s gifts to a donee in any given year will not be taxable if
the gifts are eligible for, and do not in total exceed, the gift tax
“annual exciusion” for such year. Currently, the annual exclusion
is $13,000 per donee, or twice that amount (i.e., $26,000) for a
married donor whose spouse elects on a Federal Gift Tax Return
to “split” gifts with the donor. The annual exclusion is indexed
for inflation and is expected to increase in the future,

Under Section 529, a donor's contributions to an Account for a
Designated Beneficiary are eligible for the gift tax annual exclu-
sion. Contributions that qualify for the gift tax annual exclusion
are also excludible for purposes of the Federal generation-skip-
ping transfer ("GST") tax. Accordingly, so long as the donor's
total contributions to Accounts for the Designated Beneficiary in
any year (together with any other gifts made by the donor to the
Designated Beneficiary in such year) do not exceed the annual
exclusion amount for such year, the donor's contributions will
not be considered taxable gifts and will be excludible for pur-
poses of the GST tax.

tn addition, if a donor's total contributions to Accounts for a
Designated Beneficiary in a single year exceed the annual exclu-
sion for such year, the donor may elect to treat contributions that
total up to five times the annual exclusion (or up to ten times if
the donor and his or her spouse split gifts) as having been made
ratably over a five year period, Consequently, a single donor
may contribute up to $65,000 in a single year without incurring
federal gift tax, so long as the donor makes no other gifts to the
same Designated Beneficiary during the calendar year in which
the Contribution is made or any of the next four calendar years.

An election to have the contribution taken into account ratably
over a five-year period must be made by the donor on a Federal
Gift Tax Return, IRS Form 709,

For example, an Account Owner who in the current year makes a
$65,000 contribution to an Account for a Designated Beneficiary
may elect to have that contribution treated as a $13,000 gift in
the current year and a $13,000 gift in each of the following four
years. If the Account Owner makes no other contributions or gifts
to the Designated Beneficiary in the current year and each of
the following four years, and has made no excess contributions
treated as gifts subject to the one-fifth rule during any of the pre-
vious four years, the Account Owner will not be treated as mak-
ing any taxable gifts to the Designated Beneficiary during that
five-year period. As a result, the $65,000 contribution will not
be treated as a taxable gift and will be excludible for purposes of
the GST tax. However, if the Account Owner dies before the end
of the five year period, the portion of the contributions ailocable
to years after the year of death will be inciudible in the Account
Owner's gross estate for federal estate tax purposes.

A change of the Designated Beneficiary of an Account or a
transfer to an Account for another Designated Beneficiary may
have federal gift tax consequences. Specifically, if the new
Designated Beneficiary is in a younger generation than the
reptaced Designated Beneficiary, the change or transfer will be
treated for federal gift tax purposes as a gift from the replaced
Designated Beneficiary to the new Designated Beneficiary. If the
new Designated Beneficiary is not a descendant of the replaced
Designated Beneficiary, the new Designated Beneficiary will

be considered to be in a younger generation than the replaced
Designated Beneficiary if the new Designated Benéficiary is
more than 12 1/2 years younger than the replaced Designated
Beneficiary. Moreover, even if the new Designated Beneficiary
is in the same generation as {or in an older generation than) the
replaced Designated Beneficiary, the change or transfer may
be treated as a gift from the repiaced Designated Beneficiary
to the new Designated Beneficiary if the new Designated
Beneficiary is not a Member of the Family of the replaced
Designated Beneficiary. Any change or transfer treated as a gift
from the replaced Designated Beneficiary to the new Designated
Beneficiary may cause the replaced Designated Beneficiary to
be liable for federal gift tax or cause other undesirable tax con-
sequences.

A change of the Designated Beneficiary of an Account or a
transfer to an Account for another Designated Beneficiary may
also have GST tax consequences. A change or transfer will be
considered a generation-skipping transfer if the new Designated
Beneficiary is two or more generations younger than the replaced
Designated Beneficiary. Any change or transfer treated as a
generation-skipping transfer from the replaced Designated
Beneficiary to the new Designated Beneficiary may cause the
replaced Designated Beneficiary to be liable for GST tax or cause
other undesirable tax consequences.

A change of Account ownership may also have gift and/or GST
tax consequences. Accordingly, Account Owners should consult
their own tax advisors for guidance when considering a change
of Designated Beneficiary or Account ownership.

Lack of Certainty of Tax Consequences

At the date of this Program Disclosure Statement, proposed
regulations have been issued under Section 529 of the Code
upon which taxpayers may rely at least until final regulations
are issued. The proposed regulations do not, however, provide
guidance on various aspects of the Alabama College Education
Savings Program. It is uncertain when final regulations will be
issued. There can be no assurance that the Federal tax conse-
quences described herein for Account Owners and Beneficiaries
will continue to be applicable. Section 529 of the Code or other
Federal law could be amended in a manner that would materially
change or eliminate the federal tax treatment described above.
The Program Manager and Board intend to modify the Program
within the constraints of applicable law for the Program to meet
the requirements of Section 529 of the Code. In the event that
the Program, as currently structured or as subsequently modi-
fied, does not meet the requirements of Section 529 of the Code
for any reason, the tax consequences to the Account Owner
and Beneficiaries are uncertain, and it is possible that Account
Owners could be subject to taxes currently on undistributed
earnings in their respective Accounts as well as to other adverse
tax consequences. A potential Account Owner may wish to con-
sider consulting a tax advisor.

For cther changes to the tax consequences of participation in the
Program, see "Risk Factors” above.
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EXHIBIT C ~ INVESTMENT PORTFOLIOS AND MUTUAL FUND INFORMATION

The following tables show the target investment allocations for the Age-Based and Target Partfolios. These target allocations were designed
by the Board in consuliation with the Program Manager and Wilshire Associates. The Program Manager rebalances the Portfolios on an
ongoing basis pursuant to the stated investment strategy. The Board may change/substitute investment funds at any time without netice.

AGE-BASED AGGRESSIVE PORTFOLIOS

Age of Beneficiary
0-8 9-12 13-16 17-20 21+
Vanguard Total Stock Market index Fund 70% 57% 43% 30% 16%

Vanguard Total international Stock Index Fund 27% 21% 15% 9% 4%

Vanguard Total Bond Market Index Fund 0% 15% 33% 51% 59%

Vanguard Inflatlen Protected Secuntles Fund

~ Age of Beneficiary
0-8 9-12 13-16 17-20 21+

Vanguard Total Stock Market Index Fund

--.}?.!sgr 2 "r 557

3¢5

w {M-zm

Vanguard Total Bond Market Index Fund 15%
Vanguard Inflation- Protected Securltles Fund
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AGE-BASED CONSERVATIVE PORTFOLIOS

Carget fnyestmont Allocations

Age of Beneficiary
0-8 9-12 13-16 17 - 20 . 21+
Vanguard Tota! Stock Market Index Fund 43% 30% 16% 0% 0_%

Vanguard Total Bond Market Index Fund 33% 51% 59% 38% 0%

Vanguard inflation-Protected Securities Fund

Fixed
Fund 100  Fund BO Fund 60 Fund 40 Fund 20 Income Fund

57% 43% 30%

Vanguard Total Bond Market Index Fund

Vanguard Inflation-Protected Securities Fund 0% 5% 7%
Vanguard Prlme Money Market Fund 0% 0% 0%
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MUTUAL FUND TICKER SYMBOLS AND EXPENSE RATIOS

The following table sets forth the ticker symbols and the total operating expenses, as disclosed in each fund’s most recent prospectus
dated prior to July 1, 2010, of the underlying investment funds in which the Portfolios invest.

Vanguard Prime Money Market Fund (Instl)

PIMCO Shadrt-Term Fund (Instl) 0.50%
Vanguard Intermediate-Term Bond Index Fund (Inv) 0.22%
Vanguard Total Bond Market Index Fund {Instl) 0.07%
PIMCO Total Return Fund {Instt} 0.64%
Vanguard Inflation-Protected Securities Fund (Admiral} 0.12%
T. Rowe Price Balanced Fund 0.71%
Vanguard REIT Index Fund (inv) 0.26%
Vanguard Value Index Fund (Inv) 0.26%
Vanguard 500 Index Fund (Signal) 0.07%
Vanguard Total Stock Market Index Fund (inst!) 0.06%
Vanguard Growth Index Fund {Inv) 0.28%
Vanguard Mid-Cap Index Fund (inv} 0.27%
Vanguard Extended Market tndex Fund (Inv) 0.30%
Fidelity Advisor Migd Cap 1l Fund (Instl) 0.95%
Vanguard Small-Cap Value Index Fund (Inv) 0.28%
Vanguard Small-Cap Index Fund (Inv} 0.28%
Vanguard Small-Cap Growth Index Fund {inv) 0.28%
Vanguard Total International Stock Index Fund {Inv} 0.32%

Set forth on the following pages are summary descriptions of the funds, selected by the Board in consuitation with the Program
Manager and Wilshire Associates, which make up the Target, Age-Based and Individual Fuhd Portfolios. The descriptions are taken
from the most recent prospectuses of the fund dated prior to July 1, 2010 and are intended to summarize their respective investment
objectives and policies. The performance set forth was obtained directly from the various mutual fund companies and is believed
to be accurate.

For more complete information regarding any fund, you may request a prospectus by visiting www.collegecounts529.com or calling the
Plan at (866) 529 - 2228. All investments carry some degree of risk which will affect the value of the Fund's investments, investment

performance, and price of its shares. It is possible to lose money by investing in the Funds. For complete information please see the Fund's
Prospectus.
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VANGUARD PRIME MONEY MARKET FUND

investment Objective
The Fund seeks to provide current income while maintaining
liquidity and a stable share price of $1.

Primary Investment Policies

The Fund invests primarily in high-quality, short-term money
market instruments, including certificates of deposit, banker's
acceptances, commercial paper, and other money market secu-
rities. To be considered high-quality, a security generally must
be rated in one or the two highest credit-quality categories
for short-term securities by at least two nationally recognized
rating services (or by one, if only one rating service has rated
the security). If unrated, the security must be determined by
Vanguard to be of quality equivalent to securities in the two high-
est credit-quality categories. The Fund invests more than 25%
of its assets in securities issued by companies in the financial
services industry. The Fund maintains a dollar-weighted average
maturity of 60 days or less, and a dollar-weighted average life of
120 days or less.

Primary Risks

The Fund is designed for investors with a low tolerance for risk;
however, the Fund's performance could be hurt by: income risk,
Manager risk, Credit risk, or Industry concentration risk. To see
a full description of these risks, please refer to the “Vanguard
Summary Risk Table" at the end of Exhibit C.

Fees & Expenses
{Based on the prospectus dated December 23, 2009}

Total Annual Fund Operating Expenses...........cccceevne. 0.10%

Expenses deducted from Fund's assets

PIMCO SHORT-TERM FUND

Investment Objective
The Fund seeks maximum current income, consistent with
preservation of capital and daily liquidity.

Primary Investment Policies

The Fund seeks to achieve its investment objective by investing
under normal circumstances at least 65% of its total assets in
a diversified portfolio of “Fixed Income Instruments” of varying
maturities, which may be represented by forwards or derivatives
such as options, futures contracts or swaps agreements. “Fixed
Income Instruments” include bonds, debt securities and other
similar instruments issued by various U.S. and non-U.S. pub-
lic- or private-sector entities. The average portfolio duration of
this Fund will vary based on Pacific Investment Management
Company LLC's (“PIMCO") forecast for interest rates and will
normally not exceed one year. Duration is a measure of the
expected life of a fixed income security that is used to determine
the sensitivity of a security's price to changes in interest rates.
The longer a security's duration, the more sensitive it will be to
changes in interest rates. Similarly, a Fund with a longer average
portfolio duration will be more sensitive to changes in interest

rates than a fund with a shorter average portfolio duration.

The Fund invests primarily in investment grade debt securi-
ties, but may invest up to 10% of its total assets in high yield
securities {“junk bonds") rates B or higher by Moody's Investors
Service, Inc., or equivalently rated by Standard & Poor's Rating
Services or Fitch, Inc., of, if unrated determined by PIMCO to
be of comparable quality. The Fund may invest up to 10% of its
total assets in securities denominated in foreign currencies, and
may invest beyond this limit in U.S. dollar-denominated securi-
ties of foreign issuers. The Fund will normally limit its foreign
currency exposure (from non-U.S. dollar-denominated securities
or currencies) to 20% of its total assets.

The Fund may invest all of its assets in derivative instruments,
such as options, futures contracts or swap agreements, ar in
mortgage- or asset-backed securities. The Fund may purchase
or sell securities on a when-issued, delayed delivery or forward
commitment basis and may engage in short sales. The Fund
may, without limitation, seek to obtain market exposure to the
securities in which it primarily invests by entering into a series
of purchase and sale contracts or by using other investment
techniques (such as buy backs or dollar rolls). The Fund may also
invest up to 10% of its total assets in preferred stocks.

Primary Risks
The principal risks of investing in the Fund, which could adverse-
ly affect its net asset value, yield and total return are:

o Interest Rate Risk: the risk that fixed income securities will
decline in value because of changes in interest rates; a Fund
with a longer average portfolio duration will be more sensitive
to changes in interest rates than a Fund with a shorter aver-
age portfolio duration.

o Credit Risk: the risk that the Fund could lose money if the
issuer of guarantor of the fixed income security, or the coun-
terparty to a derivative contract, is unable or unwilling to meet
its financial obligations.

* High Yield Risk: the risk that high yield securities and
unrated securities or similar credit quality {commonly known
as “junk bonds”) are subject to greater levels of credit and
liquidity risks. High yield securities are considered primarily
speculative with respect to the issuer's continuing ability to
make principal and interest payments.

» Issuer Risk: the risk that the value of a security may decline
for a reason directly related to the issuer, such as manage-
ment performance, financial leverage and reduced demand
for the issuer's goods or service.

« Liquidity Risk: the risk that a particular investment may be
difficult to purchase or sell and that the Fund may be unable
to sell illiquid securities at an advantageous time or price or
achieve its desired level of exposure to a certain sector,

» Derivatives Risk: the risk of investing in derivative invest-
ments, including liquidity, interest rate, market, credit
and management risks, mispricing or improper valuation.
Changes in the value of the derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.
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» Equity Risk: the risk that the value of equity securities, such
as common stock and preferred stocks, may decline due to
general market conditions which are not specifically related
to a particular company or to factors affecting a particu-
lar industry or industries, Equity securities generally have
greater price volatility than fixed income securities.

Mortgage-Related and Other Asset-Backed Risk: the risk of
investing in mortgage-related and other asset-backed securi-
ties, including interest rate risk, extension risk and prepay-
ment risk.

Foreign {non-U.S.} Investment Risk: the risk that invest-
ing in foreign (non-U.S.) securities may result in the Fund
experiencing more rapid and extreme changes in value than
a Fund that invests exclusively in securities of U.S. compa-
nies, due to smaller markets, differing reporting, accounting
and auditing standards, and nationalization, expropriation or
confiscatory taxation, currency blockage, or pelitical changes
or diplomatic developments.

Currency Risk: the risk that foreign currencies will decline
in value relative to the U.S. dollar and affect the Fund's
investments in foreign (non-U.S.} currencies or in securities
that trade in, and receive revenues in, or in derivatives that
provide exposure to, foreign {non-U.8.) currencies.

Leveraging Risk: the risk that certain transactions of the
Fund, such as reverse repurchase agreements, foans of
portfolio securities, and the use of when-issued, delayed
delivery or forward commitment transactions, or derivative
investments, may give rise to leverage, causing the Fund to
be more volatile than if it had not been leveraged.

Management Risk: the risk that the investment techniques
and risk analyses applied by PEMCC will produce the desired
resuits and that legisiative, regulatory, or tax developments
may affect the investment techniques available to PIMCO
and the individual portfolio manager in connection with man-
aging the Fund. There is no guarantee that the investment
objective of the Fund will be achieved.

Short Sale Risk: the risk of entering into short sales, includ-
ing the potential loss of more money than the actual costs of
the investment, and the risk that the third party to the short
sale may fail to honor its contract terms, causing a loss to
the Fund.

Fees & Expenses
{Based on the prospectus dated December 29, 2009}

Total Annual Fund Operating Expenses.............cooeeerne 0.50%
Expenses deducted from Fund's assets

VANGUARD INTERMEDIATE-TERM BOND
INDEX FUND

Investment Objective

The Fund seeks to track the performance of a market-weighted
bond index with a intermediate-term dollar-weighted average
maturity.

Primary Investment Policies

The Fund employs a “passive management"—or indexing—
investment approach designed to track the performance of
the Barciays Capital 1.5, 5-10 Year Government/Credit Float
Adjusted Index. This index includes all medium and larger issues
of U.S, government, investment-grade corporate, and investment-
grade international dollar-denominated bonds that have maturi-
ties between 5 and 10 years and are publically issued.

The Fund invests by sampling the Index, meaning that it holds a
range of securities that, in the aggregate, approximates the full
Index in terms of key risk factors and other characteristics. Al
the Fund's investments wiil be selected through the sampling
process, and at least 80% of the Fund's assets will be invested
in bonds held in the Index. The Fund maintains a dotlar-weight-
ed average maturity consistent with that of the Index, which
generally ranges between 5 and 10 years.

Primary Risks

An investment in the Fund could lose money over short or even
long periods. You should expect the Fund's share price and total
return to fluctuate within a wide range, like the fluctuations of
the overall bond market. The Fund's performance could be hurt
by: Interest rate risk, Income risk, Credit risk, or Index sampling
risk. To see a full description of these risks, please refer to the
“Vanguard Summary Risk Table” at the end of Exhibit C.

Fees & Expenses
{Based on the prospectus dated April 27, 2010)

Total Annual Fund Operating Expenses..........cccinneen, 0.22%
Expenses deducted from Fund's assets

VANGUARD TOTAL BOND MARKET INDEX FUND

Investment Objective
The Fund seeks to track the performance of a broad, market-
weighted bond index,

Primary Investment Policies

The Fund employs a “passive management”--or indexing--
investment approach designed to track the performance of the
Barclays Capital U.S. Aggregate Float Adjusted Index. This Index
represents a wide spectrum of public, investment-grade, taxable,
fixed income securities in the United States--including govern-
ment, corporate, and internaticnal doltar-denominated bonds,
as well as mortgage-backed and asset-backed securities--all with
maturities of more than 1 year,

The Fund invests by sampling the Index, meaning that it holds a
broadly diversified collection of securities that, in the aggregate,
approximates the full Index in terms of key risk factors and other
characteristics. All of the Fund's investments will be selected
through the sampling process, and at least 80% of the Fund's
assets will be invested in bonds heid in the Index, which gener-
ally ranges between 5 and 10 years.

Primary Risks
An investment in the Fund could lose money over short or even
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long periods. You should expect the Fund's share price and total
return to fluctuate within a wide range, like the fluctuations
of the overali bond market. The Fund's performance could be
hurt by: Interest rate risk, Income risk, Credit risk, Call risk,
or Index sampling risk. To see a full description of these risks,
please refer to the “Vanguard Summary Risk Table" at the end
of Exhibit C.

Fees & Expenses
(Based on the prospectus dated April 27, 2010)

Total Annual Fund Operating EXpenses.......ccccvvvvnn 0.07%
Expenses deducted from Fund's assets

PIMCO TOTAL RETURN FUND

Investment Objective
The Fund seeks maximum total return, consistent with preserva-
tion of capital and prudent investment management.

Primary Investment Policies

The Fund seeks to achieve its investment objective by investing
under normal circumstances at least 65% of its totai assets in
a diversified portfolio of Fixed tncome Instruments of varying
maturities, which may be represented by forwards or derivatives
such as options, futures contracts, or swap agreements. “Fixed
Income Instruments” include bonds, dept securities and other
similar instruments issued by various U.S. and non-U.S. public-
or private-sector entities.

The average portfotio duration of the Fund normally varies within
two years (plus or minus) of the duration of the Barclays Capital
U.S. Aggregate Index {formerly named the Lehman Brothers U.S.
Aggregate Index), which as of June 30, 2009 was 4.30 years.
Duration is a measure of the expected life of a fixed income
security that is used to determine the sensitivity of a security's
price to changes in interest rates. The longer a security's dura-
tion, the more sensitive it will be to changes in interest rates.
Simitarly, a Fund with a longer average portfolio duration will be
more sensitive to changes in interest rates than a Fund with a
shorter average portfolio duration. By way of example, the price
of a bond Fund with an average duration of five years would be
expected to fall approximately 5% if interest rates rose by one
percentage point. :

The Fund invests primarily in investment-grade debt securi-
ties, but may invest up to 10% of its total assets in high yield
securities {“junk bonds”) rated B or higher by Moody's Investors
Service, Inc., or equivalently rated by Standard & Poor's Ratings
Services or Fitch, Inc., or, if unrated, determined by Pacific
fnvestment Management Company LLC (“PIMCO") to be of
comparable quatity. The Fund may invest up to 30% of its total
assets in securities denominated in foreign currencies, and may
invest beyond this limit in U.S. dollar-denominated securities
of foreign issuers. The Fund may invest up to 15% of its total
assets in securities and instruments that are economically tied
to emerging market countries. The Fund will normally limit its
foreign currency exposure (from non-U.S. dollar- denominated
securities or currencies) to 20% of its total assets.

The Fund may invest all of its assets in derivative instruments,
such as options, futures contracts or swap agreements, or in
mortgage—or asset-backed securities. The Fund may purchase
or sell securities on a when-issued, delayed delivery or forward
commitment basis and may engage in short sales.

The Fund may, without limitation, seek to obtain market expo-
sure to the securities in which it primarily invests by entering
into a series of purchase and sale contracts or by using other
investment techniques (such as buy backs or dollar rolls). The
“total return” sought by the Fund consists of income earned of
the Fund's investments, plus capital appreciation, if any, which
generally arises from decreases in interest rates, foreign currency
appreciation, or improving credit Fundamentals for a particular
sector or security.

Primary Risks
The principal risks of investing in the Fund, which could adverse-
ly affect its net asset value, yield and total return are:

¢ Interest Rate Risk: the risk that fixed income securities will
decline in value because of changes in interest rates; a Fund
with a longer average portfolio duration will be more sensitive
to changes in interest rates than a Fund with a shorter aver-
age portfolio duration,

» Credit Risk: the risk that the Fund could lose money if the
issuer or guarantor of a fixed income security, or the counter-
party to a derivative contract, is unable or unwilling to meets
its financial obligations.

* High Yield Risk: the risk that high yield securities and
unrated securities of similar credit quality {commonly known
as "junk bonds") are subject to greater levels of credit and
liquidity risks. High yield securities are considered primarily
speculative with respect to the issuer’s continuing ability to
make principal and interest payments.

* Market Risk: the risk that the value of securities owned by
the Fund may go up or down, sometimes rapidly or unpre-
dictably, due to factors affecting securities markets generatly
or particular industries.

* Issuer Risk: the risk that the value of a security may decline
for a reason directly related to the issuer, such as manage-
ment performance, financial leverage and reduced demand
for the issuer’s goods or service.

¢ Liquidity Risk: the risk that a particular investment may be
difficult to purchase of sell and that the Fund may be unable
to sell illiquid securities at an advantageous time or price or
achieve its desired level of exposure to a certain sector.

« Derivatives Risk: the risk of investing in derivative instru-
ments, including liquidity, interest rate, market, credit
and management risks, mispricing or improper valuation.
Changes in the value of the derivative may not correlate per-
fectly with the underiying asset, rate or index, and the Fund
could lose more than the principal amount invested.

* Mortgage-Related and Other Asset-Backed Risk: the risk of
investing in mortgage-related and other asset-backed securi-
ties, including interest rate risk, extension risk and prepay-
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ment risk.

* Foreign (non-U.S.) Investment Risk: the risk that invest-
ing in foreign (non-U.S.) securities may resuit in the Fund
experiencing more rapid and extreme changes in value than
a Fund that invests exclusively in securities of U.S. compa-
nies, due to smaller markets, differing reporting, accounting
and auditing standards, and nationalization, ex-propriation or
confiscatory taxation, currency blockage, or political changes
or diplomatic developments.

Emerging Markets Risk: the risk of investing in emerging
market securities, primarily increased foreign (non-U.S.)
investment risk.

Currency Risk: the risk that foreign currencies will decline
in value relative to the U.S. dollar and affect the Fund's
investments in foreign (non-U.8.) currencies or in securities
that trade in, and receive revenues in, or in derivatives that
provide exposure to foreign (non-U.S5.) currencies.

Leveraging Risk: the risk that certain transactions of the
Fund, such as reverse repurchase agreements, loans of
portfolio securities, and the use of when-issued, delayed
deiivery or forward commitment transactions, aor derivative
instruments, may give rise to leverage, causing the Fund to
be more volatile than if it had not been leveraged.

Management Risk: the risk that the investment techniques
and risk analyses applied by PIMCO will produce the desired
results and that legislative, regulatory, or tax developments
may affect the investment techniques available to PIMCO
and the individual portfolio manager in connection with
managing the Fund, There is no guarantee that the invest
objective of the Fund will be achieved.

Short Sale Risk: the risk of entering into short sales, includ-
ing the potential loss of more money than the actual cost of
the investment, and the risk that the third party to the short
sale may fail to honor its contract terms, causing a loss to
the Fund.

Fees & Expenses
{Based on the prospectus dated December 29, 2009)

Total Annual Fund Operating EXpenses........coecceienias 0.64%
Expenses deducted from Fund's assets

VANGUARD INFLATION-PROTECTED
SECURITIES FUND

Investment Objective
The Fund seeks to provide inflation protection and income con-
sistent with investment in inflation-indexed securities.

Primary Investment Policies

The Fund invests at least 80% of its assets in inflation-indexed
bonds issued by the U.S. government, its agencies and instru-
mentalities, and corporations. The Fund may invest in bonds of
any maturity; however, its dollar-weighted average maturity is
expected to be in the rage of 7 to 20 years. At a minimum, all

bonds purchased by the Fund will be rated “investment-grade.”

Primary Risks

An investment in the Fund could lose money over short or even
long periods. You should expect the Fund's share price and total
return to fluctuate within a wide range, like the fluctuations of
the overalt bond market. The Fund’s performance could be hurt
by: Income fluctuations, Interest rate risk, or Manager risk. To
see a full description of these risks, please refer to the “Vanguard
Summary Risk Table” at the end of Exhibit C.

Fees & Expenses
(Based on the prospectus dated April 27, 2010)

Total Annual Fund Operating EXpenses.........cceeennene, 0.12%
Expenses deducted from Fund's assets

T. ROWE PRICE BALANCED FUND

Investment Obiective

The Fund seeks to pravide capital growth, current income, and
preservation of capital through a portfolio of stocks and fixed-
income securities.

Primary Investment Policies

The fund normally invests approximately 65% of total assets in
U.S. and foreign common stocks and 35% in fixed income secu-
tities. The fund will invest at |least 25% of total assets in fixed
income senior securities.

When deciding upon overall allocations between stocks and
fixed income securities, the portfolic manager may favor fixed
income securities if the economy is expected to slow sufficiently
to hurt corporate profit growth. When strong economic growth is
expected, the manager may favor stocks.

When selecting particular stocks, the manager will examine
relative values and prospects among growth- and value-criented
stocks, domestic and international stocks, and small- to |arge-
cap stocks. Domestic stocks are drawn from the overall U.S.
market, while international equities are selected primarily from
large companies in developed countries. Stocks in emerging
markets may also be purchased. This process draws heavily upon
T. Rowe Price’s proprietary stock research enterprise. While the
Fund maintains a well-diversified portfolio, its manager may at
a particular time shift stock selection toward markets or market
sectors that appear to offer attractive value and appreciation
potential.

Much the same security selection process applies to bonds.
For example, when deciding on whether to adjust allocation to
high-yield (junk) bonds, the manager will weigh such factors as
the outlook for the economy and corporate earning and the yieid
advantage lower-rated bonds offer over investment-grade bonds.
The Fund will invest in bonds which may include foreign issue
that are primarily investment grade (top four credit ratings) and
are chosen from across the entire government, corporate, and
mortgage-backed bond markets. Maturities will reflect the man-
ager's outlook for interest rates.

41




In pursuing its investment objective, the Fund has the discre-
tion to deviate from its normal investment criteria, as previously
described, and purchase securities that the fund's management
believes will provide an opportunity for substantial apprecia-
tion. These situations might arise when the Fund's management
believes a security coutd increase in value for a variety of rea-
sons, including an extraordinary corporate event, a new product
introduction or innovation, a favorabte competitive development,
or a change in management.

In keeping with a Fund's objective, it may also invest in other
securities, and use futures, options, and swaps.

Securities may be sold for a variety of reasons, such as to effect
a change in asset allocation, secure a gain, limit a loss, or rede-
ploy assets inte more promising opportunities.

Primary Risks

As with any mutual fund, there is no guarantee that the fund will
achieve its abjective. The fund's share price fluctuates, which
means you could lose money by investing in the fund. The prin-
cipal risks of investing in this fund are summarized as follows:

 Asset allocation risk: The fund's aliocations to the various
asset classes and market sectors could cause the fund to
underperform other funds with a similar investment objective.

* Risks of stock investing: Stocks generally fluctuate in value
more than bonds and may decline significantly over short
time periods. There is a chance that stock prices overaf! will
decline because stock markets tend to move in cycies, with
periods of rising prices and falling prices. The value of a
stock in which the fund invests may decline due to general
weakness in the stock market or because of actors that affect
a company or particular industry.

Risks of bond investing: Bonds have three main sources of
risk. interest rate risk is the risk that a rise in interest rates
will cause the price of a debt security held by the fund to
fall. Securities with longer maturities typically suffer greater
declines than those with shorter maturities. Mortgage-backed
securities can react somewhat differently to interest rate
changes because falling rates can cause losses of principal
due to increased mortgage prepayments and rising rates can
lead to decreased prepayments and greater volatility. Credit
risk is the risk that an issuer of a debt security will default
(fail to make scheduled interest or principal payments),
potentially reducing the fund's income level and share
price. The risk is increased when a security is downgraded
or the perceived creditworthiness of the issuer deteriorates.
Liquidity risk is-the risk that the fund may not be able to sall
a security timely or at a desired price.

While the fund’s bond investments are expected to primar-
ily be investment-grade, the fund may also hold high-yield
{(junk} bonds, including those with the lowest credit rating.
High-yield bond issuers are more likely to suffer an adverse
change in financial condition that would result in the inabil-
ity to meet a financial obligation. The fund’s exposure to
credit risk, in particular, is increased to the extent it invests
in high-yield bonds.

* Forelgn investing risk: This is the risk that the fund's
investments in foreign securities may be adversely affected
by political and economic conditions overseas, reduced
liquidity, or decreases in foreign currency values relative to
the U.S. dollar,

» Derivatives risk: To the extent the fund uses futures, swaps,
and other derivatives, it is exposed to additional volatility and
potentiai losses resulting from leverage. The use of deriva-
tives involves risks different from, and possibly greater than,
the risks associated with investing directly in the underlying
assets. Derivatives can be highly volatile, illiquid, and dif-
ficult to value.

Fees & Expenses
(Based on the prospectus dated May 1, 2010)

Total Annual Fund Operating Expenses..........cocoeeee. 0.71%
Expenses deducted from Fund's assets

VANGUARD RE!T INDEX FUND

Investment Objective

The Fund seeks to provide a high level of income and moderate
long-term capital appreciation by tracking the performance of
a benchmark index that measures the performance of publicly
traded equity REITs.

Primary Investment Policies

The Fund employs a “passive management”--or indexing--invest-
ment approach designed to track the performance of the MSCI
US REIT Index. The index is composed of stocks of publicly
traded equity real estate investment trusts (know as REITs). The
Fund attempts to replicate the Index by investing all, or sub-
stantially all, of its assets in the stocks that make up the index,
holding each stock in approximately the same proportion as its
weighting in the Index.

Primary Risks

An investment in the Fund could lose money over short or even
long periods. You should expect the Fund's share price and total
return to fluctuate within a wide range, like the fluctuations of
the overall stock market, The Fund’s performance could be hurt
by: Industry concentration risk, Stock market risk, Interest rate
risk, or Investment style risk. To see a full description of these
risks, please refer to the "Vanguard Summary Risk Table" at the
end of Exhibit C.

Fees & Expenses
{Based on the prospectus dated May 28, 2010)

Total Annual Fund Operating EXpenses........cccveinene 0.26%
Expenses deducted from Fund’s assets
Redemption FEE ..ot i 1.00%

- {On shares held for one year or less)
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VANGUARD VALUE INDEX FUND

Investment Objective

The Fund seeks to track the performance of a benchmark index
that measures the investment return of |arge-capitalization value
stocks.

Primary Investment Policies

The Fund employs a “passive management”--or indexing--
investment approach designed to track the performance of the
MSCI US Prime Market Value index, a broadly diversified index
predominantly made up of value stocks of large U.S. companies.
The Fund attempts to replicate the target index by investing all,
or substantially all, of its assets in the stocks that make up the
Index, helding each stock in approximately the same proportions
as its weighting in the Index.

Primary Risks

An investment in the Fund could lose money over short or even
long periods. You should expect the Fund's share price and
totai return to fluctuate within a wide range, like the fluctua-
tions of the overall stock market. The Fund's performance could
be hurt by: Stock market risk or Investment style risk. To see
a full description of these risks, please refer to the “Vanguard
Summary Risk Table" at the end of Exhibit C.

Fees & Expenses
(Based on the prospectus dated April 29, 2010)

Total Annual Fund Operating EXpenses........c.ccervvenns. 0.26%
Expenses deducted from Fund's assets

VANGUARD 500 INDEX FUND

Investment Objective

The Fund seeks to track the performance of a benchmark index
that measures the investment return of large-capitalization
stocks.

Primary Investment Policies

The Fund employs a “passive management”--or indexing--
investment approach designed to track the performance of the
Standard & Poor's 500 Index, a widely recognized benchmark of
U.S. stock market performance that is dominated by the stocks
of large U.S. companies. The Fund attempts to replicate the
target index by investing all, or substantially all, of its assets in
the stocks that make up the Index, holding each stock in approxi-
.mately the same proportion as its weighting in the Index.

Primary Risks

An investment in the Fund could lose money over short or even
long pericds. You should expect the Fund’s share price and
total return to fluctuate within a wide range, like the fluctua-
tions of the overall stock market. The Fund's performance could
be hurt by: Stock market risk or Investrnent style risk. To see
a full description of these risks, please refer to the “Vanguard
Summary Risk Table” at the end of Exhibit C.

Fees & Expenses
(Based on the prospectus dated Aprit 29, 2010)

Total Annual Fund Operating EXPENSES.......ouurrnreenns 0.07%
Expenses deducted from Fund's assets o

EGI:I%UARD TOTAL STOCK MARKET INDEX.

Investment Objective
The Fund seeks to track the performance of a benchmark index
that measures the investment return of the overall stock market,

Primary Investment Policies

The Fund employs a “passive management”--or indexing--invest-
ment approach designed to track the performance of the MSCI
US Bond Market Index, which represents 99.5% or more of the
total market capitalization of all the U.S. common stocks regu-
tarly traded on the New York Stock Exchange and the Nasdaq
over-the-counter market. The Fund typically hold 1,200-1,300
of the stocks in its target index (covering nearly 95% of the
Index’s total market capitalization) and a representative- sample
of the remaining stocks. The Fund holds a broadly diversified
collection of securities that, in the aggregate, approximate the
full Index in terms of key characteristics. These key character-
istics include industry weighting and market capitalization, as
well as certain financial measures, such as pricefearnings ratio
and dividend yield. :

Primary Risks

An investment in the Fund could lose money over short or even
long periods. You should expect the Fund's share price and
total return to fluctuate within a wide range, like the fluctua-
tions of the overall stock market. The Fund's performance could
be hurt by: Stock market risk or Index sampling risk. To see a
full description of these risks, please refer to the “Vanguard
Summary Risk Table” at the end of Exhibit C.

Fees & Expenses
{Based on the prospectus dated April 29, 2010}

Total Annual Fund Operating EXpenses.......ccc.ceeviininns 0.06%
Expenses deducted from Fund's assets

VANGUARD GROWTH INDEX FUND

Investment Objective

The Fund seeks to track the performance of a benchmark index
that measures the investment return of large-capitalization
growth stocks.

Primary Investment Policies

The Fund employs a “passive’ management”--or indexing--
investment approach designed to track the performance of the
MSCI US Prime Market Growth ndex, a broadly diversified index
predominantly made up of growth stock of large U.S. companies.
The Fund attempts to replicate the target index by investing all,

43




or substantially all, of its assets in the stocks that make up the
index, holding each stock in approximately the same proportion
as its weighting in the Index.

Primary Risks

An investment in the Fund could lose money over short or even
long periods. You should expect the Fund's share price and
total return to fluctuate within a wide range, like the fluctua-
tions of the overall stock market. The Fund’s performance could
be hurt by: Stock market risk or investment style risk. To see
a full description of these risks, please refer to the "Vanguard
Summary Risk Table" at the end of Exhibit C,

Fees B Expenses
{Based on the prospectus dated April 29, 2010)

Total Annual Fund Operating EXpenses............coovieenne 0.28%

Expenses deducted from Fund's assets

VANGUARD MID-CAP INDEX FUND

Investment Objective
The Fund seeks to track the performance of a benchmark index
that measures the investment return of mid-capitalization stocks.

Primary investment Policies

The Fund employs a “passive management”--or indexing--
investment approach designed to track the performance of the
MSCI US Mid Cap 450 Index, a broadly diversified index of
stocks of medium-size U.S. companies. The Fund attempts to
replicate the target index by investing all, or substantiaily all,
of its assets in the stocks that make up the Index, holding each
stock in approximately the same proportion as its weighting in
the Index,

Primary Risks

An investment in the Fund could lose money over short or even
long periods. You should expect the Fund’'s share price and
total return to fluctuate within a wide range, like the fluctua-
tions of the overall stock market. The Fund's performance could
be hurt by: Stock market risk or Investment style risk. To see
a full description of these risks, please refer to the "Vanguard
Summary Risk Table” at the end of Exhibit C.

Fees & Expenses
{(Based on the prospectus dated April 29, 2010)

Total Annual Fund Operating Expenses.........ccovvvvvee. 0.27%
Expenses deducted from Fund's assets

VANGUARD EXTENDED MARKET INDEX FUND

Investment Objective

The Fund seeks to track the performance of a benchmark index
that measures the investment return of small- and mid-capital-
ization stacks,

Primary Investment Policies

The Fund employs a “passive management”--or indexing--
investment approach designed to track the performance of the
Standard & Poot’s Completion Index, a broadly diversified index
of stock of small and medium-size U.S. companies. The S&P
Completion Index contains all of the U.S. common stocks regu-
larly traded on the New York Stock Exchange and the Nasdaq
over-the-counter market, except those stocks included in the
S&P 500 Index. The Fund invests all, or substantially all, of its
assets in stocks of its target index, with nearly 80% of its assets
invested in 1,200 stocks in its target index (covering nearly 85%
of the Index's total market capitalization), and the rest of its
assets in a representative sample of the remaining stocks. The
Fund helds a broadly diversified collection of securities that, in
the aggregate, approximates the full Index in terms of key char-
acteristics. These key characteristics include industry weightings
and market capitalization, as well as certain financial measures,
such as pricefearnings ratio and dividend yield.

Primary Risks

An investment in the Fund could lose money over shart or even
long periods. You should expect the Fund's share price and total
return to fluctuate within a wide range, like the fluctuations of
the overall stock market, The Fund's performance could be hurt
by: Stock market risk, Investment style risk, or Index sampling
risk. To see a full description of these risks, please refer to the
"Vanguard Summary Risk Table” at the end of Exhibit C.

Fees & Expenses
{Based on the prospectus dated April 29, 2010}

Total Annual Fund Operating EXpenses.........c...covveenne 0.30%
Expenses deducted from Fund's assets

FIDELITY ADVISOR MID CAP II FUND

Investment Objective
The Fund seeks long-term growth of capital.

Primary Investment Policies

Narmally investing primarily in common stocks. Normally invest-
ing at least 80% of assets in securities of companies with
medium market capitalizations {which, for purposes of this fund,
are those companies with market capitalizations similar to com-
panies in the Russell Midcap® Index or the Standard & Poor's®
Mid-Cap 400 Index (S&P® MidCap 400)). Potentially invest-
ing in companies with smaller or larger market capitalizations.
Investing in domestic and foreign issuers. Investing in either
“growth” stocks or “value” stocks or both. Using Fundamental
analysis of factors such as each issuet's financial condition and
industry position, as well as market and economic conditions to
select investments.
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Primary Risks

« Stock Market Volatility: Stock markets are volatile and can
decline significantly in response to adverse issuer, political,
regulatory, market, or economic developments. Different
parts of the market can react differently to these develop-
ments.

» Foreign Exposure: Foreign markets can be more volatile than
U.S. market due to increased risks of adverse issuer, politi-
cal, regulatory, market, or economic developments and can
perform differently from the U.S. market, '

» Issuer-Specific Changes: The value of an individual security
or particular type of security can be more volatite than, and
can perform differently from, the market as a whote. The
value of securities of smaller issuers can be more volatile
than that of targer issuers.

* Mid Cap Investing: the Value of securities of medium size,
less will-known issuers can parform differently from the mar-
ket as a whole and other types of stocks and can be more
volatile than that of larger issuers.

Fees & Expenses
(Based on the prospectus dated March 1, 2010)

Total Annual Fund Operating EXpenses..........ccoeevreen. 0.95%
Expenses deducted from Fund's assets

VANGUARD SMALL-CAP VALUE INDEX FUND

{nvestment Objective

The Fund seeks to track the performance of a benchmark index
that measures the investment return of small-capitalization value
stocks.

Primary Investment Policies

The Fund employs a “passive management”--or indexing--
investment approach designed to track the performance of the
MSCI US Small Cap Value Index, a broadly diversified index of
value stocks of smaller U.S, companies. The Fund attempts to
replicate the target index by investing all, or substantially al, of
its assets in the stocks that make up the Index, holding each
stock in approximately the same proportion as its weighting in
the Index,

Primary Risks

An investment in the Fund could lose money over short or even
long periods. You should expect the Fund's share price and
total return to fluctuate within a wide range, like the fluctua-
tions of the overall stock market. The Fund's performance could
be hurt by: Stock market risk or Investment style risk. To see
a full description of these risks, please refer to the “Vanguard
Summary Risk Table” at the end of Exhibit C.

Fees & Expenses
(Based on the prospectus dated April 29, 2010)

Total Annuai Fund Operating Expenses................. .0.28%
Expenses deducted from Fund's assets

VANGUARD SMALL-CAP INDEX FUND

Investment Objective

The Fund seeks to track the performance of a benchmark index
that measures the investment return of small-capitalization
stocks.

Primary Investment Policies

The Fund employs a “passive management"--or indexing--invest-
ment approach designed to track the performance of the MSCI
US Small Cap 1750 Index, a broadly diversified index of stocks
of smaller U.S. companies. The Fund attempts to replicate the
target index by investing all, or substantially all, of its assets in
the stocks that make up the Index, holding each stock in approxi-
mately the same proportion as its weighting in the Index.

Primary Risks

An investment in the Fund could lose money over short or even
long periods. You should expect the Fund's share price and
total return to fluctuate within a wide range, like the fluctua-
tions of the overall stock market. The Fund's performance could
be hurt by: Stock market risk or Investment style risk. To see
a full description of these risks, please refer to the “Vanguard
Summary Risk Table" at the end of Exhibit C.

Fees & Expenses
{Based on the prospectus dated April 29, 2010)

Total Annual Fund Operating EXpenses........c..ooiini 0.28%
Expenses deducted from Fund's assets

VANGUARD SMALL-CAP GROWTH INDEX FUND

Investment Objective

The Fund seeks to track the parformance of a benchmark index
that measures the investment return of small-capitalization
growth stocks.

Primary Investment Policies

The Fund employs a “passive management”--or indexing--
investment approach designed to track the performance of the
MSCI US Small Cap Growth Index, a broadly diversified index
of growth stocks of smaller U.S. companies. The Fund attempts
to replicate the target index by investing all, or substantially all,
of its assets in the stocks that make up the Index, holding each
stock in approximately the same proportion as its weighting in
the Index.

Primary Risks

An investment in the Fund could lose money over short or even
long periods. You should expect the Fund's share price and
total return te fluctuate within a wide range, like the fluctua-
tions of the overall stock market. The Fund's performance could
be hurt by: Stock market risk or Investment style risk. To see
a full description of these risks, please refer to the “Vanguard
Summary Risk Table” at the end of Exhibit C.
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Fees & Expenses
{Based on the prospectus dated April 29, 2010)

Total Annual Fund Operating EXpenses........cc.veeeneeans 0.28%

Expenses deducted from Fund's assets

VANGUARD TOTAL INTERNATIONAL STOCK
INDEX FUND

Investment Objective

The Fund seeks to track the performance of a benchmark index
that measures the investment return of stocks issued by compa-
nies located in Europe, the Pacific region, and emerging markets
countries,

Primary Investment Policies

The Fund employs a “passive management”--or indexing--invest-
ment approach designed to track the performance of the MSCI
EAFE + Emerging Markets Index, an index designed to measure
the performance of stocks of companies located in Europe,
the Pacific region, and emerging markets countries. The Index
includes approximately 1,700 stocks of companies located in 43
countries. As of October 31, 2009, the largest markets covered
in the Index were the United Kingdom, Japan, France, Australia,
Germany, and Switzerland (which made up approximately 16%,
16%, 8%, 6%, 6%, and 6% respectively, of the Index’s market
capitalization). The Fund invests substantially all of its assets in
the common stocks included in its target index, while employing
a form of sampling to reduce risk.

Primary Risks

An investment in the Fund could lose money over short or even
long periods. You should expect the Fund's share price and total
return to fluctuate within a wide range, like the fluctuations
of the overall stock market. The Fund’s performance could be
hurt by: Stock market risk, Country/regional risk, currency risk,
or Index sampling risk. To see a full description of these risks,
please refer to the “Vanguard Summary Risk Table" at the end
of Exhibit C.

Fees & Expenses
{Based on the prospectus dated February 26, 2010)

Total Annual Fund Operating EXpenses................o..... 0.32%
Expenses deducted from Fund's assets
Redemption FEE ........coovveevvcricmnc e 2.00%

{On shares held for 60 days or less)
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VANGUARD SUMMARY RiSK TABLE

Call Risk
The risk that during periods of falling interest rates, issuers of caflable bonds may call {repay) securities with higher
coupons or interest rates before their maturity dates. The Fund would then lose potential price appreciation and would
be forced to reinvest the unanticipated proceeds at lower interest rates, resulting in a decline in the Fund's income.

Credit Risk
The risk that an issuer of a security will fail to pay interest and principal in a timely manner, o that negative perceptions
of the issuer’s ability to make such payments will cause the price of that security to decline. Security risk should be low
for the Funds because they invest in securities that are considered to be of high quality.

Country/Regionat and Currency Risk
The risk that world events—such as political upheaval, financial troubles, or natural disasters—uwill adversely affect the
value of securities issued by companies in foreign countries or regions. Currency Risk is the chance that the value of a
foreign investment, measured in U.S. dolars, will decrease because of unfavorable changes in currency exchange rates.
Finally, investments in foreign stock markets can be riskier than U.S. stock investments. The prices of foreign stocks
and the prices of U.S. stocks have, at times, moved in opposite directions.

income Fluctuation Risk
The risk that a Fund's quarterly income distributions will fluctuate considerably more than the income distributions of
a typical bond fund. For Vanguard Inflation-Protected Securities Fund, income fluctuations associated with changes
in interest rates are expected to be low; however, income fluctuations associated with changes in inflation rates are
expected to be high,

Income Risk
The risk that the Fund's income will decline because of falling interest rates. Income risk is generally moderate for
intermediate-term bond funds, so the Fund’s income should fluctuate accordingly.

Index Sampling Risk
The risk that the securities selected for a Fund that uses the sampling methad of indexing will not provide investment
performance matching that of the Fund's target index, Index Sampling Risk should be low for all of the Funds.

Industry Concentration Risk
The risk that there will be overall problems affecting a particular industry in which a Fund invests more than 25% of
its assets. Vanguard Prime Money Market Fund invests more than 25% of its assets in securities of companies in the
financial services industry. As a result, the Fund's performance will depend to a greater extent on the overal| condition
of that industry. Similarly, Vanguard REIT Index Fund is concentrated solely in the real estate industry, its industry
concentration risk is high because adverse developments affecting that industry and real property values, might cause
the Fund's stocks to decline in value,

Interest Rate Risk
The risk that securities will decline because of rising interest rates. Interest rate risk should be low for short-term bond
funds, moderate for intermediate-term bond funds, and high for long-term bond funds and REIT stocks.

Investment Style Risk .
The risk that returns from the types of stocks in which a Fund invests will trail returns from the overall stock market.
Specific types of stocks (for instance, small-capitalization stocks or value stocks) tend to go through cycles of doing bet-
ter—or worse—than the stock market in general. These periods have, in the past, lasted for as long as several years.

Manager Risk
The risk that poor security selection will cause a Fund to underperform relevant benchmarks or other funds with a similar
investment objective.

Stock Market Risk
The risk that stock prices overall will decline. Stock markets tend to move in cycles, with periods of rising prices and
periods of falling prices. Prices of mid- and small-cap stocks often fluctuate more than those of large-cap stocks. In
addition, a Fund's target index may, at times, become focused in stocks of a particular sector, category, or group of
companies. A Fund's investments in foreign stock markets can be riskier than U.S. stock investments. The prices of
foreign stocks and the prices of U.S. stocks have, at times, moved in opposite directions.
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FINANCIAL PRIVACY POLICY

Offering excellent service along with protecting your privacy is important to the bollegeCounts 529 Fund ("Plan”).

When you do business with the Plan you are asked to provide us with personal information. This information is important because it
helps us to effectively process your transactions and helps efforts to prevent access to personal financial information by unautherized
persons, We aiso gather certain information to comply with laws and regulations that govern the financial services industry.

Union Bank & Trust Company, as the Plan Manager of the CollegeCounts 529 Fund, provides the day-to-day administrative services
of the Pian, including the gathering of personal information to effectively serve our customers. We may disclose information we have
collected to companies who heip us maintain and service your account. For example, we may share information with other compa-
nies and professionals who need information to process your account and provide other record keeping services. Each company with
whom we share information has agreed to abide by the following and is strictly prohibited from disclosing or using the information
for any purpose other than the purposes for which it is provided to them.

As an Account Owner of the Plan, this policy details how we use and safeguard the information you provide to us.

If you have any questions about our Financial Privacy Policy, please contact the CollegeCounts 529 Fund at
(866) 529 - 2228,

THE INFORMATION WE COLLECT
We collect information about you from the following sources:

« [nformation you give us on applications or other forms
+ Information about your transactions with us

DISCLOSURE OF INFORMATION

The CollegeCounts 529 Fund does not disclose the personal information of current or former Account Owners and/or Beneficiaries to
any other person outside the Plan, unless you consent or it is permitted under applicable federal and state laws. The CollegeCounts
529 Fund may also disclose your personal information if it is allowed or required by its contract with the State of Alabama. With
your consent or if allowed by law, we will provide your personal information to the financial professional you designate.

CONFIDENTIALITY AND SECURITY
We restrict access to information about you to these employees who need to know that information to provide products or services
to you. We maintain physical, electronic, and procedural safeguards to protect this information.

OUTSIDE SERVICE PROVIDERS/MARKETERS
We may disclose all of the information we collect, as described above, to companies that perform marketing services on our behalf
or to other financial institutions with whom we have joint marketing agreements.
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